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Slump or Solvency? 


I the task of economic policy this year still to combat inflation or 

will it have to guard against a slump ? The Chancellor has nodded 
gravely and the general assessment of the economic outlook has 
undergone a revolutionary change. Before the Budget there was 
disagreement enough on what should be done about inflation and 
rising prices, but that this was the danger was agreed by most people 
from the Bevanites to the far Right of the Conservative party. It 
was certainly Mr Butler’s own view two months ago, when he pre- 
sented the second instalment of his economic programme. But the 
Budget implied that after all there was little inflation to fight, and 
in replying to the Budget debate the Chancellor last week made 
explicit his fears of a recession of trade. Outside opinion has, for 
the most part, obediently taken his word for it. 


That is natural. The Chancellor’s view, based on fuller information 
than anyone else can get, is in itself important evidence—even though 
the Treasury’s forecasts have shown such a consistent bias of error 
in the past. And it has the force of novelty. Mr Butler is the first 
Chancellor for a long time to base his policy on the belief that defla- 
tionary forces may soon be pressing on the economy. Reluctant 
and unsuccessful as the Socialist Chancellors have been in combating 
inflation, they have not shown much doubt that it was the enemy. 
It is true that in 1948 Sir Stafford Cripps’s economic planning involved 
an assumption that unemployment would rise by the end of the year 
to 45§0,000—rather ‘higher than it is now, and an appreciably bigger 
proportion of the labour force. But that was to have been the 
deliberate by-product of a disinflationary policy greatly increasing the 
Budget surplus ; it was the measure of his determination to make sure 
that inflation was headed off. Mr Butler is, by modern standards, 
unique in his assumption that little or nothing needs to be done about 
inflation—at least in the Budget itself. 


No one in his senses would wish to take the risk of unemployment 
lightly ; certainly no politician can afford to do so. There is no other 
issue of public policy, except only that of war and peace, that is 
charged with half the emotional content that the inter-war years 
injected into employment policy. The more is the necessity, not 
indeed to forget the personal miseries that are involved in any degree 
of unemployment, but to insist that policy should be governed not 
by fears and shadows but by analysis and reason. 


There are several points that public opinion, in its sudden alarm 
,over unemployment, is overlooking. The first is that nothing very dis- 
“quieting has happenéd yet. Unemployment last summer was lower 
than ever. In the autumn it increased rather faster than usual, but it 
was not until last December that the unemployed became as numerous 
as at the same time a year before, At the turn of the year the rise was 
noticeable but still gentle. By last month unemployment had climbed 
to 1.9 per cent of the civilian working population. Not only is this 
——S 1938 oe was about ro per cent—it is also 
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essentially a particular, not a general, recession. The 
latest figures show scarcely more unemployment 
among men than there was a year ago. There are 
168,600 women out of work, compared with 97,800 in 
February, 1951. The number of men unemployed 
has risen only from 204,200 to 224,900. It is true 
that there is appreciably more short-time working, 
not reflected in the official figures. But it is also 
significant that the number of people who have been 
unemployed for more than eight weeks is still a little 
smaller, even if men and women are reckoned together, 
than it was a year ago. People have been temporarily 
stopped or have been unable to find a new job within a 
week or two, And even this short-term unemployment 
is heavy only in the textile and clothing industries. There 
unemployment has increased, compared with a year ago, 
by 62,600. That accounts for two-thirds of all the extra 
unemployment (91,500). If there were no recession in 
textiles, there would be no talk of a slump. The few 
men and women who have lost their jobs in other con- 
sumer goods industries are almost balanced by expanding 
employment elsewhere. 


These figures are not intended to suggest that there is 
nothing needing to be put right. But it would be 
ridiculous to judge the state of the economy by one 
industry. There is nothing that ought to make anyone 
get into a panic. The over-full employment of the past 
five years as yet remains almost undisturbed. The reces- 
sion in the textile and clothing trades is the only con- 
siderable change. That recession is world-wide ; it 
means that the very high prices of textile raw materials, 
when supplies were short, did their work of choking off 
consumer demand. It is hard to detect any reason why 
demand should fail to revive when prices in the shops 
are seen to have settled down again to a lower level of 
raw material prices. It is true that the textile trades 
are unlikely to enjoy again the sellers’ markets of the 
postwar years. It may well be that in the boom both they 
and some other consumer goods industries have been 
over-expanded and must now permanently lose some 
workers. But that is the sort of structural change that 
must be made in an economy which tries to give people 
what they want. 


It is true that even this special variety of unemploy- 
ment could conceivably be put off for a time by re-infla- 
ting the pressure of consumers’ demand. If people are 
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given enough money to spend, they will eventually buy 
enough textiles to employ all the industry’s present 
workers. But the a pes of such a policy would be very 
heavy. The British people spend roughly one-tenth of 
their disposable incomes on clothing. To increase the 
demand for textiles by {10 million by reversing the 
policy of disinflation would, therefore, involve allowing 
consumption in total to increase by £100 million. What- 
ever good the {10 million did in textiles would be much 
more than outweighed by the harm that the {90 million 
would do in pressing on other industries where there is no 
unemployment. It would produce all the familiar con- 
sequences—shortages, hi prices, queues, frustrations 
and low productivity. Worse all these, it would 
obstruct defence production and exports. 


General economic policy can only be based on the 
general economic health of the country—and that, it is 
necessary to insist, is still much closer to the danger 
of inflation than to that of deflation and slump. The 
main aim of financial policy is that demand in general 
should balance supply in general, leaving the supply of 
particular things free to adjust itself to changing 
demands. Judged by that test, there cam be no doubt 
whatever that the greater general danger is still that 
demand, the burdens laid upon the economy, may out- 
run supply, its capacity to perform its tasks. 


ae 


But circumstances may change. Even if this is still 
the present position, perhaps it may be that there ‘s 
some reason to expect the present difficulties in textiles 
to widen out, in the course of the year, into a more 
general inadequacy of demand ? So far as the domestic 
scene is concerned, it is difficult to see how that could be 
so ; there are many reserves of purchasing power, now 
held back by controls. No one doubts that the 
capital goods industries will remain “ hard ”—that 
demand for their products will continue to outrun supply. 
What of consumption ? Incomes are higher than ever 
and wage-rates, at least, will certainly continue to rise. 
Mr Butler thinks that it will be possible to expand 
production, and incomes should increase for this reason 
as well. General demand in the British home market can 
fall this year only if people begin to’ save more out of 
their larger money incomes. That they will do + 
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self does not expect it. How, then, can there be any 
considerable or prolonged slump? =, 

Many practical men will point in reply to the fact 
that firms in other industries besides textiles are feeling 
an unaccustomed financial pinch. That is true. It will 
force some firms to scale down their investment plans aad 
many more to stop building up their stocks, or even to 
run down present stocks. The cut in investment is 
necessary to match the Government’s enforced diversion 
of engineering products to export ; the pressure against 
stock-building 1s necessary if supplies for home con- 


PREWAR AND POSTWAR UNEMPLOYMENT 
AT FEBRUARY EACH YEAR 





The chart-shows the-number of registered unemployed in Great Britain. 
The prewar and postwar figures are not strictly comparable, since the 
scope of the insurance scheme has been greatly widened; if the prewar 


figures had been compiled on the nt basis they would have been 
appreciably higher, and the chart therefore somewhat overstates the 
relative size of postwar unemployment. 

sumption are to be kept up, as Mr Butler’s budgeting 
assumes. These are the ways in which the tighter 
monetary policy, on which the Government has chosen 
to rely, must work. They are not signs of a slump unless 
the Government’s whole policy is misconceived. 


As far as can be seen now, the only danger of any 
substantial falling-off in demand in Britain this year lies 
in a contraction of exports. It is, in fact, the Australian 
import cuts that have induced the gloomy prophecies of 
the last fortnight. The reality of the sterling area 
cuts cannot be denied. But, again, their proportions 
should be kept in mind. First, they also are a special 
situation ; there is little or no sign of any sharp change 
in the economic climate of the world as a whole. That 
depends, more than on anything else, on the course of 
events in the United States. The Americans have been 
fairly successful in what everyone was urging on them a 
year ago—not .v rush the free world to ruin by inflation. 
But that is all. There is no sign of anything worse than 
a slight recession in America this year—and perhaps not 
even that. It should follow that some of the British 
exports that are lost in the sterling area can be sold else- 
where. There may, of course; be further blows still to fall 
upon British exports. But so far from justifying a 
reversal of policy, a relaxation of disinflation or a soft 
budget, this prospec. rather calls for a reinforcement. The 
last thing this country can do—unless it wants heavy un- 
employment and acute distress—is to give up the struggle 
for solvency. If there is danger of British goods becoming 
uncompetitive, or if the t export markets for some 
consumer goods are , then it becomes more neces- 
sary than ever to find new markets and to divert other 
products—even coal—to export. And the only way to 
make that effort is to reduce demand at home, not to let 
it rise in order that any industry which is. losing: 
business may keep its workers on by immediately selli 
more in British sions: =i 
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The difficulties involved in trying to increase exports 
by disinflation, by reducing demand*at home, are well 
known. They are no greater now than they were when 
the franker Conservatives urged such a policy on the 
last Government. If the Government reduces homé 
demand, the things people’ give up first are not—ia 
general—the things that can be exported. Disinflation 
can work only by forcing some people to change their 
jobs. That takes time, and, therefore, causes some tem- 
porary unemployment. If the Government means what 
is implied by a 4 per cent Bank rate and by its deter- 
mination to balance external payments, it will cause 
transitional unemployment to rise this year—just as Sir 
Stafford Cripps would have made it rise if the first year 
of disinflation had worked out according to plan in 1948. 
Disinflation is undertaken not because anyone wants 
unemployment but because there is every reason to think 
that over the next five years it will on the average cause 
less unemployment than anything else. It is not a perfect 
policy, but the Conservatives certainly have no other ; 
to draw back from it at the first signs of unemployment 
would be to have no policy for solvency at all. 


* 


Solvency, after all, is not an alternative to full employ- 
ment. On the contrary, the only real risk of large-scale 
unemployment in this country in the near future lies ia 
the possibility that the battle for solvency may be lost 
and the imports on which British industry depends may 
be cut not with caution and by plan but arbitrarily and 
catastrophically. The fact that the British public has 
never been led to believe in the reality of this threat may 
make things difficult for politicians. But the threat is 
terribly real and terribly near. Indeed, so real is it that 
even if there were a general inadequacy of demand, it 
might still be necessary to put the balance of payments 
right before releasing a Keynesian flood of demand. 


But that painful choice does not present itself now. 
The right policy for the domestic economy is also the 
right policy for external solvency—and that is to keep 
demand down to the capacities of supply. If within this 
general framework, patches of softness appear, they 
should be treated as-special situations to be dealt with by 
special methods, of which the most important is to move 
some of the workers affected as quickly as possible to the 
“hard ” industries that need them. To deal with the 
special problem by the general method—to inflate 
demand in general to the point at which the home market 
will absorb all that the present labour force of the textile 
industry produces—is simply to invite the mass 
unemployment of insolvency. Its folly is not less patent 
because it is the policy that much current discussion, on 
both sides of politics, implies. 


Whatever its political difficulties, the Government 
cannot:be so short-sighted as to intend to encourage this 
attitude. It may be, of course, that the situation will 
soon change, that a general slump may after all 
threaten. There are no signs of it row. All that is 
visible is that exporting needs more effort—but is not 
yet hopeless—and that monetary ‘policy is beginning to 
put some ‘restraint on domestic business. It is not a 
slump. It is what the doctor ordered. The last thing 
ministers ought to think of, and the last thing to earn 
them any political credit, is to put people into a panic 
and make their own task more difficult when they have 
barely begun. it. 





een 





776 


South Africans Entrenched : : 


i. is already clear that Dr Malan’s chief weapon in the 
present constitutional struggle in South Africa is to 
be the charge that the United Party, which is leading the 
opposition to him, is trying to keep the country tied to 
British apron strings. This charge was not made openly 
in the National Party manifesto issued on Monday ; but 
every South African knows exactly what the manifesto 
meant by such phrases as “the struggle for freedom,” 
“ revival of the attacks of imperialism on nationalism,” 
and “ the old bitterness of the imperialistic period.” The 
implication is that to oppose the Malan government's 
assault on the constitution is to deny that South Africa 
is as yet wholly free from the tutelage of Whitehall. This 
is an ingenious tactic, for nothing could do the United 
Party more harm than its identification in the mind of 
the average South African, whether Afrikaans or English 
speaking, with any limitation of the country’s full 
sovereignty. 

Outside the ranks of his own fervent supporters, how- 
ever, Dr Malan is unlikely to find many people ready to 
believe that South African independence is in danger. 
South Africa enjoys all the rights of a modern sovereign 
state. Neither its Supreme Court nor its parliamentary 
opposition is seeking to void a jot of that sovereignty. All 
that has happened is that the court has found that the 
Act of 1951, by which Coloured voters in the Cape Pro- 
vince were deprived of the full franchise assured to them 
by the original constituent Act of 1909 and were trans- 
ferred to separate electoral rolls, was not passed in 
accordance with the procedure laid down in the constitu- 
tion. 


Nor is the National Party justified in asserting that 
either court or opposition has challenged the supremacy 
of Parliament within the Union. The Chief Justice has 
pointed out that the court is in no way attempting to 
control the legislature, and Mr Strauss, leader of the 
United Party, has given even more explicit assurances. 
What is in dispute is not the sovereignty of Parliament, 
but the manner in which that sovereignty is to be exerted. 
South Africa is not a federal state, and there is no 
question of a separation of powers. But it is a state based 
on a written constitution, and in that respect fundament- 
ally different from the United Kingdom. 


* 


The South. African constitution was drawn up at a 
national convention held at Durban in 1909, by delega- 
tions from the four colonies which thereby agreed to 
form the Union. It was approved by the British Parlia- 
ment in the form of the South Africa Act, and the British 
Government thereby assumed a responsibility for ensur- 
ing that it was not violated, which lasted until the passage 
of the Statute of Westminster in 1931. That statute 
acknowledged South Africa’s full sovereignty, but in no 
sense vitiated the constitution of 1909, which remains to 
this day the whole basis of the Union’s political life. 
Being éssentially an agreement between South Africa’s 
“ founding fathers,”. and not an Act of the Union Parlia- 
ment, the constitution is not a document which can be 
arbitrarily revised by any South African government. 
British precedents are obviously misleading here, for no 
document of this kind is known to the law of the United 


_ doxically, resting part of its case on that court’s judgment 
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Kingdom. And there is a certain irony in the fact that 
Dr Malan has fallen back upon the opinion of the Down- 
ing Professor of the Laws of England as support for his 
thesis that the Usion Parliament may do as it pleases 
with the constitution. It is a bold man who, while de- 
nouncing his antagonists for their alleged subservience to 
Whitehall, appeals to Cambridge. : 

The constitution of 1909 can, however, be amended, 
and the supremacy of i is fully preserved in 
that it alone can amend it. Moreover, it can effect most 
amendments by a simple majority vote. But the constitu- 
tion itself provided that its “ entrenched 
clauses,” which guaranteed the equality of the English 
and Afrikaans languages and the non-European franchise 
in the Cape Province, could only be amended by a two- 
thirds majority of both Houses of Parliament in join 
session. Here again the sole authority-of Parliament i; 
preserved, but the right of a bare majority of its members 
to amend the clauses is explicitly denied. The mere 
existence of the entrenched clauses is clear evidence that 
the founding fathers did not intend that any future gov- 
ernment should act as Dr Malan wishes to do. 

While denying the Supreme Court’s right to pass judg- 
ment on Acts of Parliament, the taaeibage is. td 


in the Ndlwana case of 1937. On that occasion the 
court ruled that Mr Hertzog’s Representation of Natives 
Act of 1936 was valid, although, like the Act of 1951 
which has just been invalidated, it amended the 
entrenched clauses of the constitution. But Mr Ndlwana’s 
appeal was based on a technical point of procedure ; the 
Act of 1936 had been duly carried by a two-thirds 
majority in a joint session of both Houses, while that of 
1951 scraped through with a bare majority. 

. 


Logic and legal authority are therefore now united in 
demonstrating the invalidity of last year’s Separate 
Representation of Voters Act, which transferred to 2 
separate electoral roll the 40,000 Coloured males quali- 
fied by literacy and property to vote in the Cape Province. 
But, far from ending the conflict on this issue, the court's 
decision has intensified it.. Dr Malan’s announcemen! 
that he would at once introduce legislation to strip the 
courts of all power to test parliamentary Acts has aroused 
greater alarm among non-Nationalist South Africans than 
any of the present government’s previous actions. This 
alarm . ee Although there is an element of truth 
in the Nationalist argument that the proposed change in 
the franchise would leave the Cape Coloured voters wit! 
just as much representation as they now enjoy, the issuc 
at stake is a much deeper one. It is, in fact, the whole 
issue of basic constitutional guarantees in a plural society. 
ao undeniable that the whole trend of the policics 

Malan’s government, and of his predecessors, the 
Afrikaner Nationalist leaders of prew has — 
rom 


the main political structure of the country. Hitherto the 
entrenched clauses have formed a limited but rigid 
barrier against this movement. The political segregation 
ot the ancanrica: meee eee eee Lc: 
of the necessary two-thirds majority in Parliament, but 
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Mr Hertzog was forced to abandon the idea of treating 
the Coloured voters in the same way at that time. The 
relative strength of the Coloured vote was, however, 
reduced by its restriction to literate; propertied males 
when the franchise was extended to all Europeans of 
both sexes. The Act of 1951 would have completed. the 
work of segregation ; had it taken effect, not a: single 
non-European would thereafter have taken part in the 
same poll as a European. But the consequences would 
have been even more far-reaching if Dr Malan had suc- 
ceeded in overriding the entrenched clauses. Not only 
the clause guaranteeing linguistic equality, but the whole 
tenuous fabric of the civil rights possessed by non- 
Afrikaner South Africans would have been left at the 
mercy of the present parliamentary majority. 

Here there is a deeper distinction between South 
Africa and Britain than the possession or lack of a written 
constitution. A homogeneous society like that of these 
islands may find it possible to entrust a bare majority of 
its legislators with absolute, if temporary, power. No 


iT 
nation divided like South Africa into antagonistic . 
groups, no one of which can hope to maintain its 
supremacy indefinitely, has ever proved stable enough to 
take such a risk and survive. South Africa’s plural society 
has had less than fifty years’ experience of complete inde- 
pendence. It is clearly neither willing, nor suited by its 
present circumstances, to surrender its fate entirely into 
the hands of a paity which represents less than one-tenth 
of its population, and barely half even of its white popu- 
lation. 


In neighbouring territories, moreover, it is precisely 
over the lasting validity of guarantees to racial groups 
that the liveliest doubts have arisen to block political 
progress. For this reason alone British opinion cannot 
remain indifferent to the outcome of the present conflict 
in Seuth Africa. But, whatever Dr Malan may think to 
the contrary, British intervention in the purely internal 
affairs of South Africa must remain a Nationalist myth. 
It is entirely up to South Africa whether that country 
becomes a model, or an object lesson for its neighbours. 


Red Flannel or Ice Cream 


N° official statistics are more widely used than the 
index of retail prices. And few statistics have 
come in for more criticism. It is not, to any great extent, 
criticism of the scope of the index—the items included in 
it—or of the methods of measuring changes in the prices 
of those individual items ; the main objection is that they 
have been combined, in order to make the total index, 
according to a prewar pattern of consumption. Now, in 
the index for February which has just been published, 
a more up-to-date basis of combining, or “ weighting,” 
has been introduced ; the voices of the critics should be 
at least fainter. They are unlikely to be entirely stilled, 
for grievances can be found with any price index, and 
this one depends, for lack of direct information, on a 
number of assumptions about spending habits. 
Arguments about the technical niceties of calculation 
tend, however, to obscure two simple but very important 
issues—issues that are in no way settled by the present 
refurbishing of the index. What exactly does this index 
measure ? Is it the right one for the uses to which it is 
put ? 


The level of retail prices in this country has been 
officially measured in one way or another for sixty years. 
The first index, which lasted from £892 to 1914, was a 
scanty affair. It covered food, coal, clothing and rents, 
but food and coal for London only. Then came the long 
life of what has become known as the old cost of living 
index. Even when it started, the basis of this index was 
not entirely happy ; it depended: on rather fewer than 
2,000 biidgets which had been collected in 1904. and 
afterwards revalued at 1914 prices. By 1947, when it 
was abandoned, nobody could be in doubt that the serge, 
red flannel and candles of over forty years before were 
absurd indicators of the current changes in prices. So 
came the interim index of retail prices, based on budgets 
collected in 1937-38 from 10,700 working-class house- 
holds and afterwards revalued at 1947 prices. Now the 
fourth stage has started. With only some small changes 

in the items included in the index, the prices .are 
combined together according to the estimated pattern of 


working-class consumption in 19506, but valued at 
January, 1952, prices. 

One conception has remained unaltered throughout 
this series of price measurements.. It is that the index 
should first of all measure the cost of an assorted basket 
of goods at the starting date and then the cost of this 
same basket of goods at monthly intervals afterwards. It 
has never, therefore, been an index of the cost of things 
actually bought at the time, for then the basket of goods 
would need to be varied with changes in spending habits. 
Each time there has been a break in the series, however, 
the goods have been changed both in their relative 
amounts and in their assortment. Table I shows the 
proportions—that is the weightings—given to each of 
the main groups of items in the various index numbers. 


I.—WetcuTrs Usep 1x THE InpEX NUMBERS 
{As Percentages of the Total) 


iia | isa? | 1959 
Cost of | Interim {| Price 
| Living Index| Index | Index 
Wight a, ick c-0 | 48 | 399 
Rent and rates........ : 16-0 8-8 7-2 
CUM cs Pe Pa oe 
Fuel and light......... i 8-0 6-5 6.6 
Total of above...... 96-0 59-8 63-5 
: i 
Household durablegoods| 05 | TL | 6-2 
Miscellaneous goods... . 1-5 3-5 i 4-4 
Services ...%4-.sesa-<- | 1-2 | 27 | a3 
RMS aco Poke ea cena wie . . 
PUM S ET. aha Se ee ee eee 
| _——————_———— 
et sho 5 Ka cweus | 100-0 ) 100-0 i 100-0 


secinap-~sienscen iene tastiest alacant ani TaL 


The fact that the share going to items other than food, 
rent, clothing and fuel was increased from. 4 to 40 per 
cent when the interim index appeared in 1947 reflects 
in part the improvement in working-class standards of 
living. But it was not all due to this. Some of the less 
essential goods were left out of the 1914 index. It tried 
to record in the cost of buying the most necessary 


things, with a few others thrown in for good measure. 
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But the interim index embraces the whole field of 
working-class expenditure, since, although i cannot 
measure the price of every single item, representatives of 
each group are chosen. and given the weighting corre- 
sponding to the full spending on that group. And so, 


into the index in 1947, came—alongside beer and whisky 
—such things as radio sets, vacuum cleaners, admission | 


to cinemas and football matches, and hairdressing. The 
new index carries the process a little further. In case it 
should not fully represent the typical working-class 
budget, it adds chocolate-covered biscuits, ice cream, 


children’s toys and comics, hair cream and motor-cycle | 


insurance. 


This is the index to which the wage-rates of some 
2 million workers are directly tied by sliding-scale agree- 
ments. These agreements vary as to exactly how and 
when the changes are applied. There are a large number 
of purely local arrangements within small industries. But 
there are also some national contracts, notably in 
building, civil engineering, the iron and steel industries, 
footwear and furniture manufacture. The effect of the 
index on wage-rates does not, of course, stop with these 
automatic adjustments. Its upward movement was 
quoted as the main justification for most of the other 
wage claims. And, for want of anything: else, salary 
earners also used it to support their petitions for higher 
pay. 


* 


The sponsors of the interim index deplore its descrip- 
tion as a cost of living index. They argue, rightly, that 
it is imposible to define such a term. Yet, however 
colourless its official label, nine out of ten people still 
refer to it by the old title, and they judge that they are 
being hardly done by if it rises more than their income. 
It is important to be quite clear about what such a 
hardship may entail. A rise in the index may reflect 
higher food prices or it may be due to an increased tax 
on smoking or cinema-going. If the Chancellor were to 
increase the duties on tobacco so that 20 cigarettes cost 
43d. more, the total index would move up about one 
point. It would go up by the same amount if a 13 Ib. 
loaf of bread cost 17d. more or a pint of milk 13d. more. 
Nobody disputes the desirability of keeping up the 
standard of living to which people have become accus- 
tomed. Yet, if the welfare state is to use its limited 
resources to help people as much as possible, there is 
surely need to distinguish between two forms of hardship: 
it is one thing to compel the majority of people to 
sacrifice a little from the full variety of their present 
spending ; it is quite another to raise the price of essen- 
tials for people living near the subsistence level. To 
make any judgment about the adequacy of national 
assistance payments and small pensions, the existing 
index should be supplemented by a much simpler one 
measuring only the prices of essentials. Food, rent, 
clothing and fuel should obviously be included, and there, 
probably, the list ought toend. Table II shows, for three 
different measures of retail prices, the total index and a 
comparable but narrower index based only on the sub- 
sistence items ; in each case these are combined in the 
same relative proportions as in the original index. 

The index of national consumption prices is derived 
from the figures given in the national income white 
papers, and covers the whole field of consumer expendi- 
ture. Se ee ee ene ee 
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a little in the last few years. The working-class ind 
is the one published by the London and Cambricc- 
Economic Services and uses the interim index from 19 ;7 


II.—CwHancrs IN THE Cost oF SuBSISTENCE 









Working Class Interim 
Index 


Index 


os June, 1947 
ee | = 100 
| Sub- 
ner. 
sistence i | sist nee 
Average, 1938... ay 
June, 1947.. 100 | 100 
Average, 1948. . 108 107 
3 1949.. lll 113 
ae 1950. . 114 118 
‘a 1951. . 125 | 131 
December, 1951 130 | 138 
January, 1952.. 452 | 142 


¢ Unolficial estimate. 


As would be expected, in the two series which are 
carried back to 1938, the cost of subsistence has risen 
less than prices as a But the gap has narrowed 
considerably in the last few years. Indeed, the interim 
index shows that since 1947 the subsistence items have 
risen more sharply than the rest. Indeed, the total cost 
of food, as measured by the index, was nearly $0 per cent 
higher in January this year than in 1947, while beer and 
tobacco, taken together, had risen in price by less than 

9 per cent. Compared with 1938, of course, the prices 
of beer and tobacco have risen much more than food. But 
in general, the prices of essential goods which had fallen 


®* Average for 1947 


so much behind the level at the end of the war 
have since been catching up. 
The statistician igitehes there is any 


well question 
significance in the idea of a cost-of-living index which 
tries to measure more than the cost of sub- 
sistence. Bes & sae ae alee at all—and 
in practice it must be used—why | it stop at the 
working classes ? The argument that the middle classes 
have too much spare money to gi amy meaning to an 
average budget has worn much now that there is 
sino ule ¢ ba of Siow anes ea aioe bec 
—and little more in many middle-class budgets. The 
cost of living for the middle classes has never becn 
measured officially and information only allows 
of very rough estimates. Table III shows a set of such 
estimates, using as basic material some prewar surveys 
carried out by the Civil Service Statistical and Research 
Bureau. These figures indicate, of course, that since 
1938 the higher income groups have fared worse than 


11I.—Estmatep Mippie Crass Cost or Lrvixc InpIcEs 
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The new index which has just been launched is 
certainly an improvement on the old. The weighting is 
more up to date and changes in rents are measured more 
realistically by bringing in the higher rents of newly built 


houses and flats. Although the index numbers for the 


separate groups of items start again at roo in January 
1952, the total index is linked to the previous one. This 


continuity is necessary and though it may introduce some 


error it should not be serious. For most purposes the 
new index can be accepted as a reasonable enough 
measure until the new enquiry into family budgets has 
been made. Then it may well be appropriate to ask 
whether the budgets could not be kept up to date and a 
current weighting given to the index to reflect the cost 


Communists 


B Bape site oes Eastern Europe the worker-peasant 
alliance, which is intended to be the corner-stone 
of the new “ popular democracies,” is showing obvious 
signs of strain and stress. The peasants are not playing 
the part planned for them ; and if they do not produce 
anything like enough food for the growing army of 
industrial workers, then it is hopeless to expect the latter 
to go on playing their part either. Few have the revolu- 
tionary enthusiasm to sweat and toil indefinitely 
merely to fulfil production plans that are impossibly high 
when they know that the effort will do little to restock 
their larder. The Communist leaders of the Soviet 
satellite states cannot, however, afford to slacken the 
present rapid pace of industrialisation. They know that 
their own position depends on the success with which 
they cam secure the fulfilment of the economic plans 
recommended. and supervised by Moscow with the 
primary object of building up the military strength of 
Eastern Europe. 

It is likely that the present emphasis of Soviet propa- 
ganda on the desire for east-west trade is due to Moscow 
realising that these economic plans would have a better 
chance of success if the satellites could get bigger supplies 
of raw materials and machinery from the West. Although 
the operation of the Battle Act is bound to deprive 
them of many strategic supplies, they must realise that 
they are moré likely to get something of what they want 
if they can offer Western Europe grain, meat and other 
food supplies.. The trouble is that the food surpluses 
that Eastern Europe exported in prewar days are no 
longer available. Agriculture has not kept pace with 
industrial dev and Poland, Czechoslovakia and 
the rest are hard put to it to feed their industrial workers, 
let alone find food for export. 

It was Mr Hilary Minc, Poland’s chief economic 
planner, who was. the first to stress publicly last October 
that serious supply difficulties were bound to result from 
the different rates of development of industry and agri- 
culture. He pointed out that industrial production 
would by the end of 1951 be about 168 per cent above 
the 1938 level, whereas agricultural production would 
not even achieve its modest t of a six per cent in- 


crease over the 1938 level. In the event, Polish agri- 
cultural production was nearly five per cent less than in 
the previous year, and the Poles do not attempt to throw 


of the goods and services actually bought at a 
time. ” 


than to fill in the gaps that it inevitably leaves. The 
main need is for two auxiliary index numbers, to show 
the cost of living on the one hand at a subsistence level 
and, on the other hand, at a middle-class standard of 
living. When the results of the new budget enquiry are 
available—which is unlikely before 1954—there will be 
more information from which private research workers 


“would surely be better to make them officially, at the 
source of the information—where it is likely to be so 
much more complete. 


and Peasants 


by official spokesmen elsewhere in Eastern Europe. In 
Czechoslovakia agricultural production last year was 
actually below the prewar level, while industrial pro- 
duction was said to be about two-thirds greater. Whereas 
the Poles and the Hungarians can, in theory at any rate, 
deal with the discrepancy to some extent by curtailing 
their normal food exports, the Czechs are forced to im- 
port additional supplies. According to Mr Zapotocky, 
their Prime Minister, half the grain and a large part of 
the meat now being consumed in Czechoslovakia are 
being imported from the Soviet Union and the other 
“ people’s democracies.” This dependence on food im- 
ports makes the Prague Government particularly vulner- 
able to Soviet pressure. 


In Poland, Czechoslovakia and Rumania an ineffective 
rationing system adds to the workers’ discontent. ‘The 
dissatisfied peasants have been quick to turn the situation 
to their own advantage by withholding supplies from the 
official government collectors in order to speculate with 
them on the free market. The authorities have thus been 
unable to get hold of enough grain and meat even to meet 
the ration quotas; the town worker has therefore 
been forced to buy what he can on the free market at 
extortionate prices. Abad situation has been made 
worse by the extraordinary complication of the rationing 
systems. Instead of regarding rationing simply as a 
means to- secure the fairest possible distribution of sup- 
plies, the Communists have tried to turn it into both a 
bait and a weapon of coercion. Both manual and intel- 
lectual workers are supposed to receive varying rations, 
graded accorded to their-estimated contribution towards 
building the national economy. In Poland there are as 
many as nineteen different categories. Bureaucrats may 
revel in these methods but they add to the resentment 
and exasperation of the ordinary worker. 


Unfortunately for the Polish and Czech authorities, 
the supply situation in these countries is probably too 
patently bad for them to follow the Hungarian example 
and cut a way—for themselves if, not for the workers— 
out of their distribution difficulties by abolishing official 
rationing in favour of what amounts to rationing by the 
purse. When Mr Rakosi announced the end of most food 
rationing in Hungary last December, he admitted that 
the methods restored at the beginning of 1951 had been 
wrecked beyond repair by the orgy of speculation and 
black marketeering into which the farmers had plunged. 
Like Mr Minc, he attributed the supply difficulties to the 
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disproportionate development of industry and agricul- 
ture ; but, unlike his Polish and Czech colleagues, he 
professed to find the remedy in less rather than more 
rationing. In the middle of last month the end of meat 
rationing marked the freeing of all food in Hungary. The 
event was celebrated with official rejoicings and praises 
of the peasants’ conscientious fulfilment of their duties. 
But if Hungary’s supply situation is really as good now 
as it is made out to be, and if the peasants are really 
behaving so well, it is difficult to understand the reason 
for the government’s latest decree on agricultural 
deliveries. This abolishes all voluntary deliveries and 
mcreases compulsory deliveries so steeply that it was 
thought necessary to publish it two months earlier.than 
usual in order to give good warning of what was expected 
from the farmers. 


* 


Why are the Communists in Eastern Europe failing to 
secure adequate food supplies? The fundamental 
reason is that they cannot treat the development of 
agriculture as a purely economic problem. They are 
obliged to make things much worse for themselves by 
pressing on so rapidly with industrialisation and by shift- 
ing more and more people to the towns. Agriculture is 
not given a chance to catch up with the additional bur- 
dens laid upon it. But the political dnd ideological sub- 
servience of the satellite governments to Moscow models 
prevents them from going slow with their industrial 
plans. They are therefore forced to antagonise the 
farmers by demanding impossibly high delivery quotas 
and by introducing a growing measure of compulsion 
and an increasingly stringent supervision by officials into 
their dealings with the rural population. 

’ Again, the Communists’ attitude towards the country- 
side is governed not only by the wish to extract from it 
as much food as possible for the urban workers, but also 
by the need to extend and consolidate political control in 
the villages. In the long run they plan to achieve this 
through large scale collectivisation. Although they dis- 
claim any intention of forcing the peasants into the collec- 
tives, they are clearly trying all the time to prepare the 
way for collectivisation. This desire for political control 
determines their attitude towards different classes of 
peasant. The poorer and more backward the peasant the 
more likely is he to be persuaded that his future lies 
within a collective. The small farmer, therefore, is 
regarded as the pillar of the Communist regime; the 
medium farmer as a possible ally to be won over at all 
costs, the kulaks or village rich as its sworn and inveterate 
enemies, because they would undoubtedly be worse off 
within collectives than they are at present. 

The result is that those farmers who from the size of 
their holdings as well, perhaps, as by their general alert- 
ness, could do most to increase food supplies quickly are 
those whom the Communists are doing their best to ruin. 
Two years ago the Polish currency reform was largely 
aimed at the destruction of the kulaks’ savings. Last 
month the Rumanian currency reform had the same 
principal object. The richer farmers are awarded dis- 
proportionately high delivery quotas which they can only 
fulfil by supplementing the produce of their own land 
with purchases on the free market. In Czechoslovakia, if 
they do not meet their quotas they get no sugar or soap. 
If a kulak slaughters illegally one of his own animals to 
feed his family, he is liable to be clapped into jail for con- 
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siderable periods. Unfortunately for the Communists 
the difficulty of clearly distinguishing the kulaks has 
ee them into antagonising many medium farmers 
as well. 

The same anxiety to strengthen their political hold 
is seen in the Communists’ attitude towards mechanis- 
ing agriculture. Increased mechanisation is obviously 
the key to increased productivity ; and in the long run 
the small farmer is more certain of a fair deal if he can 
hire machinery from a cooperative than from his richer 
neighbour. But if the immediate problem is to get more 
food as quickly as possible, the common sense course is 
to let the richer farmers have the fullest use of what 
machinery is available. But this would run directly 
counter to the Communists’ political plans. It would 
strengthen the class they wish to destroy, and would 
delay the development of the machine tractor stations 
which, following the Soviet model, are designed to be 
powerful centres of political control in the countryside. 
In recent weeks both the Poles and the Czechs have 
been considering ways of improving the work of the 
tractor stations which in an official Czech report were 
described as the most important instrument for develop- 
ing socialism in the countryside. 

It may be asked whether the Communists will not 
soon be driven to go back on their promises and embark 
on forced collectivisation. Mr Zapotocky’s most recent 
speech, in which he called for a reorganisation of agri- 
culture but denied that he wanted to e the govern- 
ment’s agricultural policy, seemed to come near to advo- 
cating this. It is clear that the Communists will continue 
to use every form of pressure, direct and indirect, to push 
peasants info collectives ; but they seem likely to stop 
short of using brute force. 





The Fight is On 


It is now obvious that a general election is immediately 
impending, and that, whatever efforts the Ministry may 
make to prevent it, that election will mainly turn upon 
the question of Free Trade or Protection. We have no 
fear whatever as to the result. We do not believe in 
retrogression. It is not the habit of Englishmen to retrace 
deliberate steps; and a country which has basked for 
three years in the sunshine of prosperity and plenty, and 
should then voluntarily fling itself back upon restriction 
and scarcity, would assuredly stultify itself more com- 
pletely than we are in the habit of doing. 

Oh ! who ’mid the shadows of night would abide 
That can taste the pure breezes of morn; 

And whe that hath drunk of the orystalline tide 
To the feculent flood would return ? 


Still it is annoying enough to have to buckle on our 
armour and furbish up our weapons to re-contest a 
yictory long since won; to have to re-tread the weary 
ground of reiterated arguments, and of objections 
repeatedly and triumphantly demolished; and to defeat 
over again antagonists who, like the Duke’s soldiers at 
Waterloo, do not know when they are beaten... . To 
the Conservative Free Traders—a most numerous and 
respectable class, we would say . . . Protection is the 
Jonah which Conservatism must throw overboard before 
it can hope to arrive in the haven of administrative 
power. However much you may hate the Leaguers, join 
their ranks and fight their battle now, that you may join 
your own friends and fight your own battles ever after. 


The Cronomist 


March 27, 1852 
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NOTES OF 
Reply to Moscow , 


Having received from the western powers their reply to 
‘ts Note proposing a peace treaty with Germany, Moscow 
has now to say whether it will or will not allow free elections 
throughout the country for a government of unity. The 
key question has been asked and possibilities of future 
negotiation depend on the way it is answered. The outlook 
is not promising, if only because of the manner in which 
Soviet and East German propaganda has been clarifying 
the original Soviet Note. 


It suggests that it is Soviet policy to get back to the 
Potsdam basis ; and this would mean that a peace treaty 
would be negotiated with a provisional German administra- 
tion, not with a freely elected government. . This adminis- 
tration would have at least one-third representation from the 
Communist-controlled eastern regime of Pieck and Grote- 
wohl, doubtless with the purpose of aligning westerners and 
easterners on a common patriotic platform during the peace 
negotiations. The merger of the zones would follow gradu- 
ally, under four-power supervision. This is strikingly 
different from the picture that some comment has painted 
—a picture of free elections bringing about a Communist 
collapse in Eastern Germany and a triumphant absorption 
of its economy by Western Germany. 


If this is the Soviet intention, then certain phrases in 
the original Note take on a new significance. It is nowhere 
stated that the new German state will have sovereign inde- 
pendence. Instead it is said that a peace treaty with an all- 
German government 

will be conducive to the development of Germany as a united, 

independent, democratic and peace-loving state in accord- 

ance with the Potsdam decisions. 
Likewise there is nowhere any suggestion that the occupying 
powers would withdraw completely ; it is only their “ armed 
forces” that would, be withdrawn a year after the peace 
treaty. Is it possible, after all, that the Russians offer nothing 
more than limited sovereignty and limited forces to a united 
Germany whose “ dev mt” would be watched over 
by some four-power body ? The next Soviet Note should 
make this clear, * 
. + * 


The Odds in Europe 


General Gruenther has spoken to Congressmen about 


the defence of Europe honestly and clearly, as is his way. 
He has laid to rest the phantom army of the Lisbon con- 
ference and said that about half of the fifty divisions planned 
this year for the North Atlantic forces under General 
Eisenhower are now That leaves open the question 
of how soon, and in what condition, twenty-five reserve 
divisions would appear. If, as he claims, a deliberate Soviet 
attack on Europe is unlikely this year, it might even be said 
that the half-ready reserves are in “ appropriate conditions 
of combat readiness.” But that is only worth saying in 
order to acquit the drafters of the Lisbon communiqués of 
deliberate falsehood. 


Those who maintain that there is no Soviet threat of 
aggression, or that it has been overestimated, or that rearma- 
ment goes too fast will draw their own conclusions from 
what the Chief of Staff told the House of Representatives 
Foreign Affairs Committee. On the question of Soviet 
strength his authority is exceptional. He stood firmly on 


the figure of about 175 divisions, 20,000 operational aircraft 
—of which about 4,000 are jets—and 300 submarines. Mr 
Bevan will have to say either that these figures are untrue 
and produce better ones, or that the Soviet Government has 
maintained these forces with no intention of using them. It 
will be difficult to accept the latter argument, in view of the 
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sacrifice the Russian consumer has had to make to pay for 
such armaments. 


Current controversy often loses sight of the main object 
of General Gruenther’s staff: to prevent Europe bet 
suddenly overrun and again submitted to the ordeal 
liberation. For this there must be ground troops that people 
on the Continent can count and see. One day, if all goes 
well, there will be over thirty divisions in the line and full 
reserves behind. Even that may not be enough to frighten 
the Russians; but clearly the pros of putting them 
into a compromising frame of mind is greater the more 
imposing is the programme of western rearmament. That 
may be happening now; and Mr Bevan and others do no 
service to peace by prescribing sedatives for the Kremlin. 

. + . 


Labour Starts to Agree 
The disagreements of the past month seem temporarily 


to have driven the Labour party to a state of emotional 
exhaustion, at least in its members’ attitude to each other. 
The new code of Standing Orders for Labour MPs wee 
settled with remarkably little fuss on Tuesday. Members 
are now required to keep to the line laid down at party 
meetings, with the one exception that they may abstain from 
voting “on matters of deeply held personal conscientious 
convictions.” This is somewhat more elastic than the 
previous definition of matters of conscience. The anxiety 
to judge whether it represents a victory for Mr Attlee or for 
Me Bevin has codeed ity seni wieiicante to ‘he ieaied 
On paper, at least, Labour has disciplined itself into some 
sort of formal unity without making its MPs complete robots. 
For the sake of Parliament and democracy, this concession 
to individual freedom of opinion, small though it is, must de 
welcomed, whether or not it aids Mr Bevan. 

His supporters seem satisfied that this compromise will 
give them adequate elbow room—at least until the party's 
next annual conference, when they hope to t the 
official policy on rearmament. But the party now 
have a fixed disciplinary code to support their authority 
and it may be rather stronger than it looks, especially since 
the new rules apply the conscience clause only to indivi 
members ; any attempt to organise group action by the Left 
would invite sanctions. Tuesday’s meeting seems to have 
passed off in an atmosphere of geniality, if not cordiality, 
in marked contrast to the tension and anger of recent 
party meetings. The suggestion from the Left that Mr 
Attlee should yield the chairmanship of meetings to a 
backbencher, as was usual when the party was in power, 
was manifestly so naive (or so cunning) that it was rejected 
unanimously—a result which presumably means that its 
sponsor shunned his own proposal. 

In part, this pacification within the Parliamentary party 
means that Mr Attlee has reasserted his control~-at West- 
minster. Its main significance, however, is that the struggl¢ 
for power in the Labour party will now be transferred from 
Westminster to the constituencies. Mr Attlee and his col- 
leagues have, over the next six months, to mount their 
campaign for support at the party’s annual conference at 
Morecambe. The speeches last weekend by Mr Gaitskell 
and Mr Wyatt, vigorously defending rearmament, were the 
first shots in this counter-attack. The orthodox leaders can 
count on the majority of trade union votes, but they cannot 
feel safe unless they can also secure support from a substan- 
tial. section of the constituency parties—support not only in 
the votes on policy but also in the election of leaders. An 
extension of last year’s Bevanite victories in the voting for 
the seven constituency representatives on the Executive 


would undermine the authority of Mr Attlee and his col-_ 


leagues, whatever the disciplinary rules for MPs. 
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The Local Elections 


Increasingly, of recent years, the shadow of national 
politics has fallen over the local government elections. The 
parties more and more regard these events as “tests” of 
public opinion and as exercises for tuning up their machines. 
This process has gone furthest in the large towns, where 
the old appellation of “ independent candidate ” has virtually 
disappeared. 


The results have been higher polls and, according to local 
party leaders, a heightened public interest in the processes 
of local government. In fact, this claim is spurious. 
Questions of local significance get thrust aside in a slanging 
match over national issues, such as food subsidies and the 
Budget, which are only very indirectly the concern of local 
authorities. 


The elections for the County Councils, which fall next 
week, are usually somewhat staid and apathetic affairs, but 
this year there are more signs of party fever. Possibly, 
too, the public attention has at last been caught by the 
much enlarged powers of county councils gained at the 
expense of the smaller local authorities. Traditionally, polls 
for county councils are exceptionally low, but this time a 
higher vote may be expected. 


This year, moreover, the steep rise in some county rates 
—amounting, for instance, to 2s. 4d. for Dorset, 1s. rod. for 
Gloucestershire, 1s. 43d. for Kent, and 1s. 4d. for 
Lancashire—may impel the public to investigate the reasons. 
A surprising contrast is offered by those counties, including 
London, which have managed to keep the rate unchanged 
or actually, as with Norfolk and East Sussex, to reduce it. A 
partial explanation of the discrepancies is the extent to which 
some counties have drawn on their working balances, 
together with the strange effects of the Exchequer Equalisa- 
tion Grant. But it is noteworthy that education has become 
much the costliest county service, absorbing over half the 
rate revenue in many cases. The alternatives of drastic 
economies in education or a stiff rise in the rates pose the 
biggest real issue in the county council elections. 


In the special case of London, more definite local con- 
troversies do exist. Two prongs of the Conservative attack 
aré the heavy losses incurred by London’s civic restaurants 
and the doubtful educational merit of the comprehensive 
high school. On housing and planning, the Conservatives 
skate round the issues, refusing to accept the need for rent 
adjustments to offset the enormous burden which housing 
will increasingly put on the rates. 


* * * 


Little Money and Fewer Teachers 


When the House of Commons debated education on 
‘Tuesday, the Opposition’s denunciation of the economies 
turned out to be little more than a mild, humorous and not 
very effective speech by Mr Chuter Ede. He brought up 
instances of the harmful things that some local authorities 
were doing in the name of economy, the implication being 
that they were glad of the pretext to cut even the “ essential 
fabric” that the Minister had-said must be preserved. He 
asked Miss Horsbrugh to define this now famous phrase 
more closely. But the Minister was not to be drawn into 
definitions ; she merely replied that she was not going to 
be coerced by local authorities or anyone else. Yet her critics 
are on firm ground in suggesting that she should be more 
specific about what she thinks should or should not be cut. 
The obvious candidates, such as recreational classes, were 
mentioned in her circular, but as these do not account for 
the required § per cent, some further guidance would have 
been useful. She might have said more on the possibility 
of administrative saving by abolishing most of the divisional 
executives, a ‘ that is being taken in Hertfordshire with 
every prospect of success and of a saving of £15,000. 





to do so because Italy was an ex-enemy and, in addition. 
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Miss Horsbrugh had, however, an ¢ffective reply to some 
of the criticism about the restrictions on school building, 
much of which concerns the need to reduce the siz: of 
classes. The size of classes obviously depends as much on 
the supply of teachers as on the supply of classrooms. To 
keep the teaching profession at its present level about 10 coo 
entrants a year ate needed, and to maintain the existing 
staffing ratio’ with the number of schoolchildren yl] 
require a further 3,000, rising to 4,000. 

Two-thirds of the teachers are women, and it is they who 
are in short supply. Yet 60 per cent of the girls who stay 
at school after fifteen become teachers, and against the 
attractions of more highly paid and less exacting occupations 
this is already a high Pigg cottoacs Teachers are to be 
recruited as fast as possible, but it is clear that, with al the 
school building in the world, there could be little o: no 
reduction in the size of classes before 1961, when the school 
population begins to fall. 


* * * 
The Saar Needs Time 


The German Chancellor is learning not to be too 
optimistic in his statements. On his return from Paris ast 
week he deprecated any attempt to label his talks with 
M. Schuman on the Saar a “ success ” or a “‘failure.” The 
Saar, he said,,was a matter which could only be settled 
slowly by Germany and France together. Dr Adenauer had 
taken a risk by agreeing not to raise Germany's memorandum 
on infringement of democracy in the Saar before the Counc! 
of Europe. The Council was to have been asked to consider 
the law passed by the Hoffmann government which effec- 
tively hinders, if it does not actually ban, parties that oppose 
the Saar statute. Dr Adenauer and M. Schuman have now 
agreed to hold an inquiry into the coriditions for holding 
free elections this year, together with Herr Hoffmann. What 
the Chancellor has- achieved by this is hard to say. Accord- 
ing to French comment, the results of the inquiry will bind 
nobody and the law restricting political parties will stand. 
The Saar ier can produce a number of reasons why the 
law is justified, but they do not make it god politics. Action 
against the revisionists should not be necessary if, as Herr 
Hoffmann contends, the Saarlanders are content to remain 
under their present regime of economic union with France 

and political separation from Germany 

As matters stand, there is a danger that events will take 
the same course as they did during the period between 1919 
and 1935, when the Saar population swung back into a 
chauvinist Reich as soon as their standard of living was 
affected by the slump and a glorious future was offered 
by Hitler. There is, however, no need for history to repeat 
itself. On both sides there is now a body of opinion in 
fayour of ee called the “ Europeanisation ” 
of the Saar, The chauvinists have-not yet secured a hold on 


_ public imagination, and.“ Europe” is popular. 


As a result of Dr Adenauer’s talks in Paris, the possibility 
of placing the disputed territory in’ some way under the 
Council of Europe will be examined: Cl such ideas 
demand time for their realisation, Even the Schuman hea) 
industry pool, which should create a free market for the 
steel and coal of France, and the Saar, has no! 
yet begun to operate. Until the machinery of co-operation 
begins to turn, Dr Adénauer and M. ‘Sch will have 
a-hard task in controlling the forces on both sides which 
tend to wreck their efforts. Bias ick 


Trieste for Italy _ ee 


Since the Jugoslavs occupy Zone B of actin Territory 
of Trieste, there is no logical reason why the Italians should 
not now occupy Zone A. They not originally permitted 
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ossessed inadequate forces to hold a potentially dangerous 
Fron with the Jugoslavs. Today Italy is a fully fledged 
partner in the Atlantic Pact and the position has entirely 
altered. Moreover, if Britain and America were to withdraw 
from Zone A in favour of Italy they would at least be going 
as far as is readily practicable towards implementing the 
clear and categoric declaration made by Britain, 
America and France on 1 20, 1948. This stated that 
the whole of the Free Territory, including Zone B, should be 
returned to Italy. It is understandable, therefore, that on 
the fourth anniversary of that declaration last week, serious 
riots broke out in the city of Trieste and that demonstrations 
have since taken place in Rome and other parts of an 
exasperated Italy. 


The position is complicated by several other factors. It 


is arguable whether an Italian occupation of Zone A could 


be made legally without the consent of the 
Russians and the other signatories of the Italian peace treaty. 
Nor would occupation of Zone A necessarily satisfy extreme 
Italian nationalists ; consider themselves entitled to part 
at least of Zone B on ic grounds, and they might bitterly 
oppose Signor De i if his ta to 
abandon all claims to B by ing with Britain and 
America for Zone A now. Last, and not least, Marshal ‘Tito 
would to some extent be affronted by such a partial settle- 
ment, because he has counter claims to Zone A. 

The present situation cannot be allowed to go on. For 
the last few months negotiations have in any case been taking 
place to settle the whole question of Trieste over the heads 
of the Russians. Aad Matdial Tito hes only binsel blame 
i ee cond aed ae teeke ee 
negotiations with Italy during the winter, from which at one 
time there were hopes of a final settlement which 
would have covered both Zones. 

It may be that the idea now attributed to the former 
Italian ambassador in London, Duke Gallarati Scotti, would 
be the best first step—namely, that Italy should forthwith 
participate in the occupation of Zone A under Nato auspices. 
But, whether a total settlement can ever be negotiated or 
not, only the Italian Communists will gain if the Rome 
Government can obtain no advance on the present situation 
by agreement with Britain and America. For Signor De 

asperi the events of the last few days are damaging por- 
tents for the coming regional elections and the Italian general 
election within a year. Marshal Tito, whatever his difficulties 
at héme, should reflect on what his situation would be if 
the strictly Stalinist Italian Communist Party got into power 
next year. 


* 


* 
* 


The Paris Agenda 

The Council of Ministers of the Organisation for 
European Economic ion has a full agenda for its 
meeting this week. The items cover all the major projects 
that OEEC has undertaken. The future of the European 
Payments Union is one of the first subjects to be discussed 
(a new Belgian settlement is expected to be announced) 





“ mendations properly in determining 
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survey of Europe's progress towards financial stability ; and, 
finally, the future of the organisation itself. 
The long agenda may simply be a way of showing that it 


has many important as in hand which could not be 


easily taken over by other organisations. Much of the spade- 
work on them has been done, and it could be argued that 
it should complete these tasks before becoming another 
exhibit in the museum of experiments in co-operation. The 
future of OEEC is a serious matter. Part of its functions 
—in particular the distribution of dollar aid—has been taken 
over by Nato, while other parts will come more and more 
under the various new European organisations that are 
sprouting up—the Schuman Plan, the defence community 
and the so-called “green pool.” Even EPU has technically 
a separate existence and a separate staff. 


The fact that of all these bodies only EPU covers all 
the countries that are at present in OEEC is not alone a 
sound argument for retaining the isation in its present 
form. But if Europe is to be afflicted with a variety of 
independent organisations, there will clearly be a need for 
co-ordination which might be the job of a smaller OEEC 
secretariat. In the final analysis the decision about its 
future will depend on political considerations, especially on 
whether Britain wishes to be more closely aligned with 
Europe in economic affairs. And on this the evidence is 
uncertain. 


* * * 


Award for Doctors 


There must be wry faces at the Ministry of Health this 
week. The long dispute with the British Medical Associa- 
tion over general practitioners’ pay has ended—in favour of 
the doctors—and it is a reasonable assumption that if the 
doctors’ claim had been settled earlier by negotiation it would 
not have cost so much as the present award. But in the 
autumn of 1949 Mr Bevan, then Minister of Health, turned 
the claim down outright. Over a year later his successor, 
Mr Marquand, admitted that it had some justification, but it 
was not for some months, and then only after much tempo- 
rising, that he agreed that the claim should go to arbitration. 
This week, the adjudicator—a High Court judge—has 
determined thai in the year 1950-51 the general practitioners 
should have been paid nearly {10 million more than they 
in fact were. This is an average of about {500 per doctor. 
Underpayment in the year and nine months preceding, and 
in the year following, is likely to bring the total cost of the 
award to about £35 million. 


The British Medical Association has based its claim on 
the recomimendations of the Spens Committee. These were 
that general practitioners in the national health service should 
have the incomes which it thought should have prevailed in 
1939 written up to allow for the fall in the value of money 
since then and having regard to the increases in the pay of 
other professions. The association has consistently held that 
the Ministry of Health has failed to apply the Spens recom- 
i total sum of money 
from which individual doctors are paid. In particular, it has 
argued that the Ministry ought to have applied in 1948 2 
betterment factor of 70 per cent for gross incomes, in order 
to compensate fully for the change in the value of moncy 
since 1939. For 1951 it asked for a betterment factor of 
120 per cent. The Ministry has applied 20 per cent for net 
taxable incomes, and its percentage of earnings to be treated 
as practice expenses was less than the figure claimed by the 
doctors. Its was that doctors’ earnings from all 
sources are high enough to justify its assertion that the 
Spens recommendations were being carried out, 

Mr Justice Danckwerts has agreed with the doctors on 
the percentage to be taken for expenses. But he has applied 
a betterment factor of 100 per cent in determining his award 
for.1950-51 and has suggested one of 85 per cent for 1948. 
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Health Service Costs 


There is, on the face of it, no reason why the award to 
general practitioners should be taken as an example by other 
professions. The British Medical Association has not 
obtained a cost of living increase in an agreed standard of 
pay, but an independent ruling on what that standard of 
pay should be. It does not even follow that other practitioners 


in the health service whose pay is also relited to the Spens | 


Committee’s recommendations, and who have agreed to that 
pay, will be eligible for increases. There was nothing in the 
-committee’s reports to suggest that pay under the health 
service should be regularly tied to the cost of living. 

Nevertheless, the award puts the Government in an 
awkward position, Will it fix a new limit on the cost of the 
health service and spread the cost of the award over the 
general body of taxpayers, or will it keep to the limit of 
£400 million and confine the cost to the patient by imposing 
new charges ? Mr Crookshank refused to commit himself 
this week. Were it not for the back pay involved, he could 
almost apply the award without exceeding the limit. If the 
cost of civil defence is excluded from the health service 
estimates for 1952-53, their net total is £392 million, com- 
pared with £398 million in the year just ending. 

Yet, even without the increased cost of the general 
practitioner service, the finances of the health service are 
still precarious. As the table shows, the cost of the hospital 
service continues to increase. Some of the additional {£20 
million can be accounted for by higher prices for food, fuel 
and power, and drugs, but the biggest single increase in 
maintenance expenditure—over {£6 million—is attributable 
to the cost of the nursing staff. This, presumably, implies 
some expansion of hospital services. 


HEALTH SERVICE ESTIMATES 


(£ Million) 
1951-52 1952-53 

Pn BON WONG innk vance ceneedeccs 398 392 

Of which -— 
Advances to hospital boards ....... 262 282 
General practitioner service ........ 48 48 
Pharmaceutical service: gross cost.. 44 48 
Less Receipts from patients...... 8 
a4 40 
Dental service: gross cost......... 41 Jl 
Less Receipts from patients...... 5 i 
36 20 
Ophthalmic service: gross cost..... i9 il 
Less Receipts from patients...... 5 5 
14 6 


What is also clear from the table is the extent to which the 
bill for drugs has got out of control. The gross cost of 
providing spectacles has fallen to about half the actual 
cost in 1950-51, and there is no doubt that, apart from 
the natural fall in demand, the charge has acted as a 
deterrent. But the cost of drugs goes on rising. It is possible 
that the proposed charge will have a bigger deterrent effect 
than has been allowed for in the estimate. In any case, its 
size is determined by the general practitioners who write 
the prescriptions. Now that they have received their award 
they have a special obligation to reduce unnecessary and 
unnecessarily expensive prescribing. 


* * * 


Sponsored Television 2? 


Rumours that Conservative backbenchers, impatient 
to see something denationalised, are urging the Government 
to admit a commercial element into the television service, 
have Stirred up a number of impressive protests. There is one 
powerful argument in favour of permitting some “ sponsor- 
ing” (that is, payment by commercial firms for the right to 
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attach advertising appeals to. some of the programmes) in 
television, and that is that television an extremely expensive 
service to provide. It is the more necessary to make this point 


first, since so few of those who have raised their voices 
against “ ing” have seen fit to face the financial 
alternative. If television i be financed 


to ed out of revenue 

derived from licences then either the service will be starved 
of funds, or the present television licence fee of {£1 a year 
(in addition to £1 for sound broadcasting) will have to be 
sharply raised, or else television will have to continue to be 
subsidised out of the fees contributed by the sound listeners 
who never see it. If the Post Office l from keeping 
for itself part of the licence revenue, the position would be 
eased, but not very much, as most of this “ retained ” revenue 
ought to go to sound broadcasting, whose listeners provide it. 
Nevertheless; in spite of this financial difficulty, it would 
be a retrograde step to permit advertising in television. One 
reason for this is the distaste that most people in this country 
feel for the commercialisation of what should be a public 
service. Another reason is that, unless ring were also 
to be allowed in sound broadcasting, it would inevitably 
lead to some degree of separation of the two services, which 
would run counter both to the technical requirements and to 
common sense, If the two techniques had been perfected at 
the same time they would never have been separated, and the 


obvious course of future development is for them to grow 
together. 


This is not, of course, to say that the BBC’s monopoly 
is a good thing. There is a third way of organising broad- 
casting which would have neither the commercialism of 
“sponsoring” nor the stiffness, the inhibitions, and the 
political dangers of monopoly. The ideal solution would 
be to have several competing public-service corporations, 
each embracing sight and sound and none accepting moncy 
from advertisers, It would cost more than the present BBC, 
but in any case, if British broadcasting is to be both 
adequately financed and free of commercial taint, the public 
will have to be persuaded that it would be worth paying, 
say, 3d. per day per household (instead of the present jd. 
for sound and a further 4d. for sight) for a complete service. 


* a . * 


Report on the Colombo Plan 


This week the first annual meeting of the consultative 
committee of the Colombo Plan has been taking place in 
Karachi. Its purpose is to review the progress so. far made, 
to reach as much agreement as possible on certain immediate 
problems, and to maintain the dynamic behind the plan. 
Unfortunately the meeting will not be able to report any 
great progress of a nature likely to capture the imagination of 
either Asia or the West. And it is above all by its impact on 
public opinion that the eventual success of the Colombo Plan 
will have to be measured, At best, the achievements of the 
first year in a six-year programme of capital development can 
hardly be conspicuous. Nor is the programme in any case 
big enough to do more than lay the foundations for greatcr 
investment later on. It is, mevertheless, no small 
achievement to have established during the past year a new 
technique of consultation in Asia, to have d with a 
number of specific dev projects which depend in 
eos on external economic aid, and to have added Burma and 

epal to the list of participating countries, 

Among the problems for the future discussed in Karachi 
three in particular will affect the ultimate influence of the 
Colombo Plan. One is to decide what type of work by the 
permanent secretariat is most likely to lead to American 10- 
vestment, either through increased government aid oF 
through the World Bank ; in this respect it is unfortunate 
that, while Washington takes part in the running of the 


Colombo Plan, American influence in Jakarta is reported to 
ing the plan. Other 


be. working against Indonesia joining 
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problems are the role of Japan in furthering the work of the 
plan and the effect on South East Asia of the current reces- 
sion in the world prices of raw materials. While the latter 
may be temporary, in the long term Japanese industry is 
clearly in a position to do a great deal for the whole area. 
Japan ought to be invited to attend next year’s meeting. 


x © - 


Russians in Tokyo 

The impending (though still delayed) transition in Japan 
from occupation status to normal sovereignty has raised 
delicate questions about the future of the Soviet military- 
diplomatic mission in Tokyo. Although the Soviet Union 
did not provide any troops for the occupation (which it 
refused to do unless its contingent could be independent of 
General MacArthur’s command), it has been represented 
throughout the occupation period on the Four-Power Allied 
Council. It has maintained in Tokyo a large mission with a 
military guard, nominally as staff for the Soviet member of 
the Council. Soon, however, a new situation will arise. 
When the peace treaty comes into force, there will no longer 
be any occupation regime or Allied Council, while the 
Russians, not having concluded any peace treaty with Japan 
and not having any diplomatic relations with its government, 
will no longer have any recognised right to remain in a large 
building with extraterritorial juridical status for its inhabitants 
and armed guards at the door. 


It is nevertheless expected that the Russians may refuse to 
withdraw. As far as they are concerned, ing done at 
San Francisco has any legal validity ; treaties concluded with 
Japan by the United States and others do not bind the Soviet 
Union, which remains technically at war with Japan until a 
peace treaty between them is concluded. No doubt the 
Soviet mission could be removed by force, but such action 
would aggravate an already tense situation. The Japanese 
may take the less provocative course of sealing off this 
Soviet outpost from its contacts in the country. 


One solution, of course, would be to resume Soviet- 
Japanese diplomatic relations, even without a formal peace 
treaty ; the Soviet mission could then become a regular 
embassy. The Japanese Government is reported to be not 
unwilling to have such di tic relations, but to insist that 
there must first be a satisfactory settlement of Japan’s two 
principal grievances. One is the Soviet failure to account for 
300,000 Japanese prisoners of war who have not been 
repatriated ; the other is the Soviet seizure of some small 
islands off the coast of Hokkaido, on the pretext that they 
belong to the chain of the Kurile Islands annexed by the 
Russians in accordance with the wartime Yalta agreement. 


* * * 


Like Peter, like Paul—like Perén 

Peronistic autarky has become a contagious disease in 
the southern hemisphere. The two latest victims are Australia 
and New Zealand. New Zealand at the moment seems to be 
only a mild case, but the Australian symptoms show all the 
signs of a ed infection that may be suppressed from 
time to time but not cured. The disease, admittedly, is an 
economic malady as far as the two southern dominions are 
concerned and not a political one. 


A few months ago the New Zealand Government asked 
for and got an increase of 15 per cent in the price of meat it 
sells to Britain, despite the fact that the existing long-term 
contract contains a ¢lause limiting the annual variations in 
price to 74 per cent either way. It had a strong case, for 
Britain had agreed to much larger increases in the price for 
both Argentine and Australian meat. Taken by itself this 


manceuvre contained “nothing sinister. But the New Zealand 
Government has now decided that “for administrative 
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reasons” it cannot pass on the hi price to its farmers, 
It is true that most of the livestock has been 
slaughtered and much of the meat shipped and that retrospec- 


‘tive payments would require a more elaborate accounting 


system than exists, But the New Zealand Government could 
at least promise that it will pay farmers the higher prices next 
season. This technique of exacting higher prices from its 
buyers and refusing to let those higher prices encourage an 
increase in output has been used by Argentina ever since 
the end of the war. 

Australia is in a much more serious plight.. It, too, with 
its various produce boards, has not passed on to producers 
all the increases in price it has exacted from its customers. 
But that is not all, As in Argentina, Australia’s secondary 
industries have been artificially stimulated and supported to 
the detriment of agriculture, Agricultural output has been 
declining and it may not be long before Australia becomes a 
net importer of food. Farmers consider that their profits, 
except in recent years from wool, are too low. The drift to 
the towns has made labour scarce and costly, and agriculture 
has not been fully mechanised. 

This development was just beginning to be corrected in 
1951 when the flood of imports made the Australian people 
realise that their domestically produced goods were, on the 
whole, of poorer quality and of higher price. Now, however, 
the new import restrictions will not only give domestic indus- 
tries a new lease of life but also every incentive to expand 
since incomes are not being cut. If the Australian Govern- 
ment really intends to foster agricultural production, it should 
introduce fiscal and monetary measures that will make any 
increase in secondary industries impossible. If it fails to do 
that, it will be only a matter of time before Australia (like 
Argentina at present) suffers all the impoverishments of 
autarky. 








More room in Oxford 


The Randoiph Hotel in Oxford has in the past three years 
been almost doubled in size, extensively improved and largely 
re-furnished. It now offers accommodation of the high standard 
expected by visitors to the University City both for overnight 
and for restaurant meals. There are bedrooms, many with bath- 
rooms en suite, for 180 guests and the restaurant services have 
been increased in size and modernised. The finest Assembly 
Room in the City provides for banquets and balls and smaller 
functions, A Garage adjoins, with entrance in Beaumont Street, 


Resident Managers : Major & Mrs. Stewart 
Telephone 47481/5 


“RANDOLPH HOTEL 


TRUST HOUSES LIMITED 
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No Retrenchment in Ireland 


The Irish Budget which is to be introduced on Wednes- 
day, a month earlier than usual, is likely to provoke intense 
controversy. The Minister for Finance contemplates an 
expenditure of about £135 million in 1952-53, of which {94 
million has to be found for the supply services. Both 
government and opposition seem to wish to confuse com- 
‘seer between these estimates and the budgetary provision 
or the current year. The inter innovation of dividing 
the budget into current and capital accounts has been aban- 
doned. Last year, Mr McGilligan’s budget provided {71 


million for the supply services, £10 million for the central 


fund services and £29 million for capital development. 
There have been supplementary estimates for about {11 
million since then ; and it is an issue between government 
and opposition how far the necessity for these should have 
been foreseen in May last or how far they are a result of 
Fianna Fail’s return to office in the following month. 


Mr MacEntee has said that he will have a gap of {£50 
million to cover, but it is possible that this estimate was 
stretched to the limit and that there will be some contraction 
on budget day. Nevertheless, Mr MacEntee’s task will be 
formidable. A year ago, the counterpart fund from Marshall 
aid helped to provide for schemes of capital development 
through the budget. It has now disappeared ; and the need 
is even greater than it was twelve months ago, since the 
government has retained the development schemes that it 
inherited and has added some of its own. There is certainly 
no sign of state economy; indeed, the government has 
issued, since the publication of the estimates, its scheme for 
social welfare which is to cost another {£4 million. 


There will, no doubt, be some borrowing, but increased 
taxation also seems to be inevitable. Income tax, at first 


sight so much lower than in Great Britain, is in practice 


borne by a comparatively small—and vocal—section. There 
is room for increased taxes on consumption, and ministerial 


speeches’ have foreshadowed some reduction in the food’ 


subsidies. The government may feel that its majority is 
too undependable for bold measures to be possible, but it 
is to be hoped that the opposition will admit the need for 
greater flexibility in the public finances, and refrain from 
opposing measures that it would find inevitable if in office 
itself. So far the emphasis is on economy by the public 
rather than on economy by the state, and it is discouraging 
to learn, in view of the protectionist leanings of Fianna Fail, 
that a list of import cuts is being prepared. In agriculture, 
the government is taking the first steps back to a policy of 
self-sufficiency which would reduce the capacity to export. 
The Irish economy badly needs reduced consumption and 
increased production, and it is to be hoped that Mr 
MacEntee will apply the remedy all round. 


* * x 


Equality and Equidistance 


The economics of rail transport can be relied on to 
exert a peculiarly addling effect on the minds of those called 
on to discuss them. Last week’s debate in the House of 
Commons was no exception. Mr Hector Hughes proposed 
that, in the interests of the Scottish fishing ports, there should 
be “standard freight charges irrespective of the distance 
covered.” The simplest element in the argument was the 
analogy with the Post Office: if a flat rate is economic for 
letters, why mot for consignments of fish? The answer, 
indeed, emerged clearly enough: terminal costs, independent 
of distance, are most of the total cost of the postal system, 


while the cost of actual carriage, varying with distance, - 


constitutes the greater part of the cost involved in freight 
in general. 
But equity, as well as economics, was heavily involved. 


Anything but a flat rate is, according to Mr Hughes, scanda- 
lously unfair. “ Mileage is made a deity, while the unity of 
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our country is repudiated” and the community is denied 
“ equality of opportunity.” He might have carried this noel 
concept of equality much further ; it is, all, a shocking 
denial of the “ unity of the co that Some regions 
should be more fertile, or raimer, or hilher, than ot 

dvantages: adi~ 




















sidies ? Once one has exalted une ly above 
the rational use of resources, why stop at transport ? 

costs, increasingly penalising remote areas, accentuate ‘he 
drift to the crowded and vulnerable mainland towns ; thy 
should therefore be equalised. Economists may ask why 
people should be, in effect, paid to live in these areas. The 
answer may be strategic: “ Because their presence there is 


a source of national strength.” Or it may be social: 
“ Because a community is more than an economic organisa- 
tion, and changes its nature for the worse when it doses its 
outliers.” These may be arguments for a subsidy, but there 
is no conceivable reason for ing that idy a charge 
on rail users in particular. Still less can they be generalised 
to make economic equidistance an essential ingredient of 
social justice. . 


* * * 


Traffic in Footballers 


The high salaries that are paid in the top flights of the 
entertainment industries do not extend to professiona! 
football. In the 1949-50 season the matches of ee first 
teams draw attendances totalling 44 million. Yet the idols 
of these vast crowds are paid a maximum of {14 a week 
during the winter and {10 a week in the summer. They 
also get bonuses for matches that they win, and a benefit of 
£750 for five years’ service may be granted, at the discretion 
of their club employers. But in all, the earnings of a star 
footballer are unlikely to exceed about {900 a year—and 
after a few years he normally has to find a new occupation. 

Differences between the players and their employers 
caused the late Minister of Labour to int a committee of 


investigation. Its report*, published week, makes it 
clear that the players are not being exploited for private 
gain. Under the rules of the Football Association, to which 


all League clubs subscribe, a club’s maximum dividend is 
7+ per cent, and club directors, as well as those of the 
fen —— plage ce, are id. But some 
clubs are certainly ing | and the fact 
that they have few outlets arora cash is, in the 
opinion of the committee, the reason why transfer fees have 
risen so high. The committee proposes that in future 
transfer fees should be limited to £15,000, one-third to be 
handed over to the Football Association for the advancement 
of football, one-third to a benevolent fund for professiona! 
footballers, and only one-third to the club. The committee 
did not recommend the abolition of the maximum wage, as 
this enables even the poorer clubs to have their share of the 
best players ; but it thought that some recognition of star 
performances could be given if much larger bonuses were 
paid for appearances in the most important matches. 

These proposals, which the disputing parties are free to 
reject if they choose, meet cols pare shes players’ case. 
When a player’s contract expires he is not free to leave. His 
club may, if it chooses, retain him at the minimum wage of 
£332 a year ; or it may charge a fee for releasing him. This 
fee may be so high that no other club is willing to pay it, 
so that meanwhile he is without a job and without wages. 
The economic and social principles involved in tying a man 
so closely to his club surely need a mote thorough revision 
than the committee proposes. 

* Association Football. Re a Committee igation 
Regarding the Terms and ‘Conditions ‘of Aesoclation Footbal 
Players. HMSO, 9d. S ees 














This is Long Playing: Beethoven's Fifth \ 
Symphony, Grieg’s Piano Concerto, 
Tchaikovsky’s “‘Pathétique”, “The Eroica”, 

Gilbert & Sullivan’s “Trial by Jury”, The 
“Nutcracker” Suite—each on one twelve-inch 

long playing full frequency range record.* Then the 

great operas: La Bohéme, Die Fledermaus, The 
Mikado «each on two ; Carmen, Butterfly, Tales of 
Hoffmann —gach on three; Parsifal and Die \ 
Meistersinger each on six, Already there are 473 of 
these sensational 33} r.p.m. Long Playing records, 
providing something for every musical taste — 
revolutionary in their playing time-—transcending all 
others in their quality of reproduction — records which 
will never cease to thrill you, your family, and a host of 
envious friends. Decca Long Playing 334 r.p.m. records 
may be played through your existing 78 r.p.m. radio- 
gramophone or a radio receiver by the use of a Decca L.P. 
player costing from as little as nine guineas. The Decca 


Long Playing Advisory Panel (address as below) will giadly 
help you to choose the right one. Send the name of your 


instrument and its model number. 


“Full frequency range recording is exclusive to Decca. It captures 
every musical frequency audible to the human ear, giving a brilliance 


of reproduction unobtainable by ordinary recording. 


The Decca 102 page LP. catalogue, 1/6 from your dealer or direct from us. 


DECCA n5 


the world’s finest quality record 





THE DECCA RECORD COMPANY LTD., [-3 BRIXTON ROAD, LONDON, S.w.? 





Are you 
bothered by 
your boiler? 


You can soon put a stop to that 

and have all the hot water you wani, 
as easily and quickly as you like it, 
if you install an 


AGAMATIC 


THE AGAMATIC is a water heater that always 
works and need never go out. It is cleaner 
than you would think possible. It heats your 
water quickly, cheaply, automatically. 

It has a thermostat to give you hot water 
whenever you need it and to damp the fire 
down when you don’t. 

The circular grate makes riddling a simple 
job, over in a moment. It is as dustless as 

_can be: the ashpit door: fits like the breech 
block in a gun. 

The whole casing is heavily insulated: no 
heat is wasted. 

It will burn any type of solid fuel and most 
kitchen refuse. 

Price £50 . 0 . 0 ex works, which is very 
reasonable indeed. 


‘This is the new 


AGAMATIC 


There has never been a boiler like 
it. It has: 


@ a built-in thermometer, grouped 
with the thermostat contro! in a 
single panel 

@ a foot-pedal to release the ashpit 
door 


@ a full-depth top-cover, hinged at 
the back, which you can raise with 
one hand, making stoking easier 

@ a most elegant appearance—which , 
comes as an agreeable surprise in It’s a gentieman’s iite 
these thin times for the stoker of an Azamatic 


For full information, visit the London showrooms, 
or write for the illustrated Agamatic leaflet to : 


AGA HEAT LTD 


134 ORCHARD HOUSE, ORCHARD STREET, W.! 
(The Agamatic is another splendid fuel-economy appliance from the 
Allied Ironfounders Group) 
The word ‘Agamatic’ is « registered trade mark of Aga Heat Ltd. 
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MARCONI 


serves mankind 


Marconi was a lone thinker who revolutionised 
communications by methods “the entire meaning of which 
no one before him had recognised.” There is a great 










contrast between his crude copper-sheet aerial and the 
Marconi equipment which televises such programmes 

as the opening of the new House of Commons and 

the sessions of the United Nations. But there is also a great 
similarity — Marconi’s tradition of 

service to mankind. 


MARCONI’S WIRELESS TELEGRAPH COMPANY LTD * MARCON! HOUSE : CHELMSFORD . ESSEX 





Cateshys LINOLEUM 
and CORBULIN 


The contracts listed suggest the wide variety of Floor-covering 
work and exemplify the craftsmanship attained by CATESBYS 
LINOLEUM CONTRACT DIVISION. They include 
canteens, hospitals, schools, factories, 
offices, churches, power stations, 
banks, universities, etc. 


As the life and efficiency of 
Catesbys Linoleum and Corbulin 
depends upon proper fitting, it is 
important to get the craftsmen best 
suited for the job. We have a long 
established specialist staff of highly 
skilled fitters who know precisely 
what is needed when floors and 
floorings are in question. It is their 





























University College Hospital 
Royal College of Arts 
King’s College Hospital 
Allen and Hanbury 

All Souls: Church 

Adrema Ltd. 

Glaxo Laboratories 
Marsham Tyre Rubber Co. 
Snow Hill Police Station 























































job to know how to get greatest Iiford Ltd. oa on RELIANCE Lou T , 
efficiency with the saving of material. Stourport Power Station r staff is always at your elbow. No 
The use of Corbulin—the damp- Redhill Hospital i or lane scattered your staff, a flick of a 


Bank of New South Wales 










proof floor covering, in various colours switch puts you in instant com: 


















and thicknesses — has played a big part Car Mart Ltd. munication with any 
im bringing old and new concrete Rootes Securities Investigate — =o 
surfaces into use with a minimum of Dentists Provident —the RELIAN eae 
delay and the maxinzum of comfort Association T $ Loudspeaker 
oot eee. ie ee ee 

F Jaton 

We invite your enquiries to our . Pr rng fl eee 

Linoleum Contract Division: 








CATESBYS.. 


64-67 TOTTENHAM COURT ROAD + LONDON, W.1 
TEL: MUSEUM 7777 





~4J, PARKER $T, (Dept.T-E.12 KINGSWAY, LONDON, W,C.2 
Tei, Choco 4 (P.B.X ) Branches throughout the United Kingdom 
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Books and Publications 


~ 


18s, 


Between the wars Guay. so long 
as it was weak and subject to the 
Versailles Treaty, needed the support of 
Russia. Russia, so long as it was weak 
and shared neither fear nor friendship 
with France and Britain, needed the 
support of Germany, Once Moscow had 
made up its mind that there would be 
no revolution of the proletariat in 
Germany, the People’s Commissariat of 
Foreign Affairs put the still hopeful 
Comintern in its place and worked with 
Stresemann for the Berlin treaty of 1926, 
which made it certain that the Soviet 
Union would stand aside from any 
military or economic action against 
Germany—and vice versa. And once 
Berlin was certain of the Locarno Treaty 
and American financial aid, heavy 
industry and the Reichswehr put the 
German Foreign Office in its place and 
looked to the Soviet Union for markets 
and secret military aid. Frederick the 
Great had advised Prussia “ to cultivate 
the friendship of these barbarians ” and 
Bismarck never forgot what united 
Germany owed to Russia’s benevolent 
neutrality while Austria and France 
were being defeated in 1866 and 1871. 
William IT thought he knew better, = 
Hitler hovered between accepting and 


resenting this tradition of statecraft. 


Disaster was the result in 1914 and 1941. 
The question now is, as Mr Carr says 
in his concluding paragraph, whether the 
policy of Bismarck will be rejected a 
third time. He might have added, if he 
had not so scrupulously eschewed, com- 
ment of topical relevance, that 
Bismarck’s view, were hé alive, might 
be much modified by the presence of 
American (power on the continent. 


Some of the factors have changed in 
Central Europe, but sufficient remain to 
make this book of lectures before the 
Page School of International Relations 
at Johns Hopkins University not only 
remarkably well-timed but highly stimu- 
lating. It is coal, clear and readable. 
It is not the last word on the -subject 
because the full personal records of 
General von Seeckt and Stresemann 
have not yet been published. It will add 
weight to the  Butterfield-Kennan 
advocacy of a less emotional approach 
to international affairs, and it should be 
prescribed reading for under-secretaries 
in Washington, London and Paris who 
did not experience the middle twenties. 
History, of course, does not repeat itself ; 
but it is salutary to compare the Central 
European situation seven years after the 
first world war with the situation seven 
years after the second. The parallels 


are instructive. 
Much has been written already about 


the covert and tortuous moves that led 


to the Ribbentrop-Molotov negotiations 
of 1939. What is less well known is the 
scheme of events berween 1921 and 1926, 


Allies or Enemies ? 


German-Soviet Relations Between the Two World Wars, 
The Albert Shaw Lectures on Diplomatic History. 


1919-39. By E. H. Carr. 
Oxford University Press. 146 pages. 


which produced first the Rapallo Treaty 
of 1922 and then the Berlin Treaty of 
1926. The western nations were so 
obsessed with the Bolshevik bogy that 
they almost drove the Russians into an 
understanding with the Germans. And 
when Pilsudski attacked the Ukraine in 


- 1920, only to be thrown back by a Soviet 


army which looked at one moment like 
“liberating ” the territory that Germany 
had lost, the generals of the Reichswehr 
realised two things: that the Red Army 
was to be reckoned with and that 
Russians and Germans had a common 
interest in checking the Franco-Polish 
alliance. 


From then einnds: unbeknown to 
government and Reichstag, Moscow 
made “ concessions ” which enabled von 
Seeckt’s secret =. staff to organise 
training, scientific experiment and arms 
manufacture in Russia. Mr Carr quotes 
from the Trotsky archives to show that 
the Soviet government, unlike the 
German, knew well what was going on. 
He shows, too, in some fascinating 
passages, how Radek had earlier held a 
political salon in Berlin while detained 
by the German Ministry of War, talking 
at length with politicians, soldiers and 
industrialists like Rathenau. It only 
needed Rapallo to show the scandalised 
West in 1922 that “the two outcasts 
from the Versailles system had joined 
hands.” Brockdorff-Rantzau, who had 
made a dramatic protest in 1919 against 
the peace treaty, now went to Moscow 
as ambassador, resolved that “ the evil 
of Versailles can be corrected from 
Moscow.” One wonders whether we 
shall hear of a German ambassador going 
to the United States, resolved that the 
evil of Potsdam can be corrected from 
Washington. 


By 1926 Stresemann had shown that 
he could combine the policy of Locarno 
with a friendly adjustment of relations 
with the Russtans. He understood that 
it was possible, as well as necessary, for 
Germany to face both east and west. 
At the moment Germany does that by 
being divided: The question of the 
future is whether, with no independent 
Poland interposed between Berlin and 
the Soviet frontier, Germany can be left 
again in this central position of 
maneuvré unless the United States is 
present in Europe in force. 


Problem Island 


Report From Formosa. By H. Maclear 
Bate. Eyre and Spottiswoode. 210 pages. 
16s, 

Mr Bate was brought up in China and 
last year he went back to the Far East 


Formosa, Hong Kong, Macao and 


Manila. 


The book which is the sequel — 


to this trip bears the marks of hasty , 
writing, but it is as up to date as such a 
book can be, and the account of Formosa 
is a valuable piece of first-hand report- 


.ing, though rather confusedly mixed up 


with the author’s own spéculations and 
comments. He enjoyed special facilities 
while in Formosa on account of personal 
friendships with Chinese naval officers 
who were trained in Britain during the 
last war and are now in charge of the 
Nationalist fleet. He had interviews 
with the principal figures of the residual 
Nationalist regime—Chiang Kai-shek 
himself, General Chen Cheng, Dr K. C. 
Wu and Mr George Yeh—and with their 
American military - advisers; | Major- 
General Chase, Admiral Cooke and the 
“*Flying Tiger” Major-General 
Chennault. 


Mr Bate makes it clear that, as far as 


‘the Nationalists -themselves are .con- 


cerned, Formosa is not simply a ake 
but a ‘base for ultimate couriter-attack 

All their talk is of “the Return” and 
their troops are being trained in offensive 
tactics. American policy so far has been 
to help them to hold Formosa, but not 


‘tO support them in any attempt to return 


to the mainland. Nationalist officers 
told Mr Bate of their fear that their 
army’s morale would decline if mt had 
no chance of fighting ; as one of them put 
it, “ You don’t train a horse for steeple- 
chasing and then keep it all the time 
locked in a stable.” Since the defeat of 
the Kuomintang on the mainland, its 
principal military test has been the 
defence of the island of Quemoy, which 
is only two miles from the coast of the 
mainland; its garrison has so far 
repulsed all Communist attempts to 
capture it, and Mr Bate, who flew there 
and saw the place under bombardment, 
considers that this has been a substantial 
achievement. He believes that che 
Kuomintang really has reformed itself 
in Formosa, for the opportunist elements 
in the party have deserted to the Com- 
munists and the corrupt parasites have 
fled to America, leaving only a hard core 
of anti-Communist resistance, and en- 
abling the best men of the regime, such 
as Dr K. C. Wu, to exercise a power 
which they never had in the old. days. 
Mr Bate claims that a genuine land 
reform has now been carried out in 
Formosa and even if it is regarded as a 
mete deathbed’ repentance, he thinks its 
political effect locally has been 
considerable. The author’s own political 
sympathies are not left in doubt, and 
from contact with American Service 
representatives in the Far East he has 
acquired much of their point of view. 
On a visit to the ruins of the fortress of 
Corregidor in Manila Bay, where the 
Americans in 1942 made their desperate 
last stand against the Japanese, he 
reflects that this battle “has probabiy 
done more to promote the United States’ 
present attitude towards Asia than any 
other single factor ” and that Corregidor 
“symbolises to many the fate of all 


efforts to appease a futhless and 
unappeasable foe.” 
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Constitutional Model 


Government and Politics in Ceylon 
(1931-46). By I. D. S. Weerawardana, 
Ceylon Economic Research _—_ Association. 
207 pages. Rs. 8.00. 


Ceylon’s constitutional development 
has been model. Everything has been 
settled quickly and by agreement. Mr 
Weerawardana’s book covers the crucial 
fifteen years, the years from the inaugura- 
tion of the Donoughmore constitution to 
just before the attainment of Dominion 
status. He has not only read all the 
documents, he has also talked to all the 
people ; this is perhaps more important 
in a case where so much. has depended 
on the growth of conventions—conven- 
tions which sometimes made nonsense 
of the formal statutes. The result is a 
book that, with a wealth of scholarly 
detail, really explains. We are enabled to 
see the constitutional process unfolding 
itself in a way that is rarely possible with 
constitutions of the British type, with 
their emphasis on the unwritten adjust- 
ment and the casual compromise. 


Mr Weerawardana obviously has no 
great love either for the Colonial Office 
or for the Ceylonese politicians now in 
power. Yet his book is in fact a sus- 
tained tribute to the moderation and 
reasonableness of both. The Donough- 
more constitution itself helped in two 
ways. It gave Ceylon adult suffrage ; and 
a bigger electorate means less corruption 
and more consideration for the interests 
of the people as a whole. And it refused 
to grant communal electorates, so that at 
a time when India was moving towards 
division, the communities of Ceylon 
were, on the whole, coming together. 
Otherwise, that constitution, because of 
the lack of organised parties in Ceylon at 
that date, combined the pattern of an 
English county council and its execu- 
tive committees with the usual pattern of 
a colonial constitution, with its reserved 
powers and its dyarchy. 

Mr Weerawardana’s book shows how 
the pull of the British constitutional 
tradition was too strong for these 
artangements. The reserved powers, in 
the usual way, gradually slipped into dis- 
use. There was an. occasional minor 
crisis. But the power of. disallowance 
was never used once ; by the time the war 
came the power of reserving legislation 
was exercised only formally; and the 
common objective provided by the war 
finally brought the ministers fully into 
foreign affairs and defence, despite a 
momentary possibility of friction when 
Admiral Layton was first given over- 
riding powers as Commander-in-Chief. 
Qn’ the other hand, the Legislature’s 
executive powers fell into disuse almost 
from the beginning ; the committees were 
more and more content to leave day-to- 
day administration to their chainmen, 
thus making them ministers in fact 
as well as in name; and the minis- 
ters, although they were separately 
elected as chairmen and had no organised 
patty behind them, tended increasingly 
to become a Cabinet. By 1946 Ceylon 
was not only almost governing itself, it 
had established that its model would be 
Westminster and not County Hall. 


The Diplomatic Dollar 


The Diplomacy of the Dollar. By Her- 
bert Feis. Johns Hopkins Press, (London: 


Geoffrey Cumberlege.) 81 pages. 18s. 

By “the diplomacy of the dollar” Mr 
Feis, who was adviser on In 
Economic Affairs to the State Depart- 
ment from 1931 to 1943, means “ the way 
in which we use our power to make gifts 
or loans to serve our ends in our dealings 
with other peoples ””—a concept which 
he distinguishes sharply from the odious 
“dollar diplomacy ” of 1908-12. In this 
book, which began as a lecture series in 
1950, he casts a backward glance over the 
first era of the diplomatic use 
American lending power, the period 
1919-32, and contrasts it with the present 
time. 

The book begins with a brief sketch of 
the attitudes which led to American faith 
in private foreign investment as the cure 
for the world’s problems, and to the first 
attempts to control this investment in the 
interests of American foreign policy—if 
“control” is the right word for a policy 
so lightly applied for fear of public 
censure. After underlining the incon- 
sistency of heavy foreign lending, high 
tariffs, and insistence on payment of war 
debts, Mr Feis examines the success of 
the policy in attaining its main objectives: 
to prevent loans for the finance of budget 
deficits or armaments, loans to foreign 
monopolies, and loans to unrecognised or 
defaulting governments. He then deals 
with the special cases of Germany, 
France and Russia, and the oil of Mosul 
—the last of which scarcely justifies Mr 
Feis’s new concept. - 

In relating this experience to American 
postwar lending, Mr Feis is emphatic 
about the main lesson: without a clear 
and consistent foreign policy, supported 
by an integrated foreign economic policy, 
the use of American foreign lending to 
back up American diplomacy is apt to 
prove a dismal failure ; even with these 
things it is a Chancy business. Writing 
in 1950, he says much whose relevance 
has increased with the passage of time: 
that America must not be impatient with 
its debtors, that insistence on repayment 
of loans may defeat the purpose for 
which the loans were given, and that the 
economic commitments imposed on 
borrowers must be kept consistent with 
the political and military commitments 
imposed by diplomacy. Though the 
signs are hopeful, it remains to be seen 
whether “the diplomacy of the dollar ” 
will live up to Mr Feis’s conception of it. 


Pseudo-Insurance 


The Economics of National Insurance. 
By a Ee Peacock. Hodge. 126 
pages, . 6d, 

It is in < field of public finance, more 
perhaps than in any ame that the 
science of economics and the kindred acts 
of political economy and administration 


‘ are most practically and fruitfully allied. 


Mr Peacock’s study of the economic 
implications of the national insurance 
system is an outstanding example of this 
alliance. Described in the author’s 
introduction as “a by-product of a wider 
study into the effects of income redis- 
tribution,” it is limited in its scope, 
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deliberately disregarding OF treaiing only 
traditional] 


questions as 


on the incentive to work, on trade 
union policy, and so on.” It concen: 
rather on the significance of the sch: 
finance to magnitude of income fi ws, 
nt ee and in general, 
“oe to the management o/ the 
national de 
It isa — penetrating, and probably 
to many ae a highly certing; 
study. Mr Peacock demonstrates har 
national insurance is not, by any reason- 
able s insurance at all ; that its 
autonomy vis the fiscal apparatus as 
vt oa any rn useful 
psychological tical purpose but 
economically non-existent; that the 
aol eee ore ie 
ble fr rom 
other forms of Government debt, from 
which they differ only in that contribu- 
tions to them are compulsory. The 
various oa uses to which they can 
be put are enumerated, but described, 
owing to the secrecy a. them, 
as mostly hypothetical. . The picture thus 
differs almost 


unanswerably presented 
i decienseae from that generally drawn, 


on the analogy of private insurance, by 
the scheme’s beneficiaries. Once the 


.any other, financed by an earmarked and 


grossly regressive tax, and illogically 

both the system of income 

tax reliefs and the social services outside 
its nominal scope 

Mr wary eating proposals for 

reform which follow logically from his 

analysis. Fe a el in 


vale ae with the plans suggested by 
re Williams, Professor Meade, 
Mr F P Ghimber. and the Liberal 
party ; they abolish the contributory 
system, structure of income tax 
reliefs, and the food subsidies, substitut- 
ing a personal allowance, a basic tax, and 
a surtax over {600 a year. His final 
chapter, in the nature of a postscript, 


assesses and approves the pension 
changes in the 1951 Budget. Events have 
outstripped _— but the Budget of 1952 
in the light of this study, al! the 
more clearly as a step in the right 


Shorter Notices 
The School of Salamanca: Readings 


in Spanish Monetary Theory, 1s 
1605. By Marjorie Grice-Hutchins 
Oxford University — Press. 134 pages. 
128. 6d, 


The highly eeecislinad but any rea 
able study explores an unfamiliar bu' : ; 
musts and of Maven: both. 10 cc no- 

to historians ; the impact on 
naw, custom and. one by oy 
ceanape, Sees about ; 
fan laioe ot treasure from 
‘ar 


it 
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Hutchinson’s 


Some Spring books alr ublished:— 


INTERNATIONAL MONETARY 
CO-OPERATION, 1945-52 


Professor Brian Tew 


Provides a general analysis of the scope for international co-opera- 
tion ; deals with the actual machinery of international co-opera- 
tion ; and gives a short survey of the events since 1945. 


THE GREEK WAR OF 
INDEPENDENCE 


ITS HISTORICAL SETTING 
The Hon. C. M. Woodhouse 


Corrects the usual lack of proportion by relating the Greek War 
of Independence to the general history of Europe contemporary 
with it, and to the chronological continuity of the whole history 
of the Greek people. 

Two endpaper maps 


A SHORT HISTORY OF IRELAND 


J. C. Beckett 


The first attempt to incorporate the fruit of the research of the 
past 10 or 15 years in a short general history of Ireland. 
Two endpaper maps 


AUSTRALIA 
Professor R. M. Crawford 


Traces the development of Australia’s aboriginal inhabitants into 
the complex, predominantly urban afd fairly highly industrialised 
society of today. 

Six maps 


THE BARBARIAN WEST, 400-1000 
J. M. Wallace-Hadrill 


Discusses what men thought and talked about over these six 
centuries ; how such thoughts about past and present and their 
own traditions helped to shape their world politically ; and how 
we know about these things. 

Two endpaper maps 


Ready in A pril:— 


CEYLON 
Sydney D. Bailey 


Begins in the realm where myth and history meet, and comes down 
to the new era which began on 4th February, 1948, when Ceylon 
became the youngest self-governing member of the Common- 
wealth family. 

One map 


Still available :— 


THE BRITISH BANKING : 
MECHANISM 


W. Manning Dacey 

Economic Adviser, Lloyds Bank 

“ _. . he does it {describing the money market] more acutely, 
more penetratingly and more subtly than it has yet been done, 
and this makes fiis book a valuable addition to the literature of 
banking. . . . Thechapters on liquidity of banking assets, the work~ 
ing of the Bank rate, ‘ cheap” and * ultra-cheap’ money, and 
* deficit finance’ are outstanding.” THE ECONOMIST. 


Each Volume 8s. 6d. 


University Library 
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Flying 
aD Holidays 


on currency of 


Dekh 


Two people flying Air France, with noextras, no tips, and won- 
derful free meals and drinks, can enjoy upto 14days abroadon 
theircombined £50 currency allowance. Fares are paid in this 
country and do not come from the allowance. ; 


: : ais oe Te 
Flights to count 


BS "48O wotrosye 4 





PARIS - NICE - Corsica | %¢”d for this 
DINARD DEAUVILLE fascinating 
LA BAULE MAJORCA | free book 
BARCELONA MADRID a 

ITALY SWITZERLAND FLYING 
AUSTRIA - U.S.A. - ASIA | HOLIDAYS” 
AFRICA AUSTRALIA 


Your Travel Agent will give you the best advice 


AIR FRANCE 


The 4-Engine Service 


LONDON: 52/54 Haymarket, S.W.1. WHI.4455 - GLASGOW: 33 Renfield St. CEN, 8054/8 
MANCHESTER: St.. Peter’s Sq. CEN. 8071/2 - BIRMINGHAM: Civic Centre. MID . 5891 


Increased Interest 
ona 


SAFETY-FIRST 
INVESTMENT 


aera 


income Tax paid by the Society 


Equal to £4.15 .3 per cent to investors - 
subject to income tax at the Standard Rate 
Abbey National announce that, with effect from 
April 1, the interest on shares will be raised 
from 2}% to 2$%, and on deposit accounts from 
1$% to 2%, with income tax paid by the Society in 
each case. Sums up to a total holding of £5,000 are 
accepted for investment in Abbey National. For 
further particulars apply for.a copy.of the Society’s 
Investment Booklet. 


Total Assets £136,630,000 
ABBEY NATIONAL 
BUILDING SOCIETY 
HEAD OFFICE : ABBEY HOUSE, BAKER STREET, LONDON, 1.9.1 
For address of Local Office see Telephone Directory 
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Persian Lamb in Africa 


THAT THE HUDSON’S BAY | Commonwealth trade that this 
COMPANY has a subsidiary com- should have been achieved in the 
pany in S.W. Africa, farming 
Karakul sheep for “‘ Persian lamb” 

| 

| 


tropics by a Company usually 
associated with the arctic circle ! 
is disclosed in New Commonwealth. It is also one of those interesting 
Moreover, “ Persian lamb” pro- and valuable pieces of trade in- 
formation that can only be found 
in» New Commonwealth — the 
publication which helps you to 


sell to the Commonwealth. 


duction of 2 million skins, worth 

over £5 million, represents over 

half S.W. Africa’s total exports. 
It is one of the romances of 


Send for specimen copy to: 33 TOTHILL STREET, LONDON, S.W.1 
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travel facilities our Information Department provides 


market surveys, business introductions and any specific £1-£6,000 oa 
information you may require.” 
“You will find a similar service awaiting you at our * 
630 offices in Australia.” 
Lendon Office: 7 Lothbury, E.C.2 
Other London Offices: Australia House, 
Strand, W.C.2.,and 8 Princes St., E.C.2. 


THE NATIONAL BANK OF AUSTRALASIA LIMITED 


(Incorporated in Victoria) 


Established 1858 fa | PHONE F REC Tk 2 . ) 
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ourse of these ~~ they recognisably 


.nticipated some of the leading ideas of 
nodern theory. early Half the book is 
i-voted to texts, here made available for 

he first time to the English-speaking 


eader. 


\ Short History of Ireland. By J. C. 
Beckett, (Hutchinson. 208 pages. 8s. 6d. 


Mr Beckett has performed, with great 
uccess, the difficult task of disentangling 
he numerous threads in the pattern of 

nodern Irish beistory. Although his book 
riefly covers the or the country 
rom the earliest times, the main emphasis 
; on the events since the Act of Union. The 
iterplay of the political, religious and 
conomic forces at work in the nineteenth 
entury is skilfully traced, with particular 
egard to the changes that took place in 
pinion in ‘Ulster. The greatness of 
O'Connell, who founded modern Irish 
nationalism, and of Parnell, who united 
the «© constitutional, revolutionary and 
1grarian movements, emerges from ‘the 
narrative. The origin and growth of the 
numerous streams—the IRB, the Gaelic 
League, Sinn Fein, the Irish Volunteers and 
he Citizen Army—whose confluence led to 
the rising of 1916, are clearly explained. 
Che events which preceded and followed 
the Treaty of 1921 are described with a re- 


markably correct perspective. Mr Beckett 


concludes that the relations between Irish 
Catholics and the Protestant minority and 
between Great Britain and Ireland have not 
yet been settled. Since the treaty, Irish 
politics have remained static. “In both 
north and south the public is compelled to 
judge men and events according to the 


Letters to 


Will France Face the 
Facts ? . 
Sir,—In your leading article of Match 


8th you stated that “France is not at 
all heavily taxed . . . Or perhaps it would 


be more exact to say that the amount: 


collected in taxation is not high.” This 
is ambiguous. 


income is 
burden theoretically 
borne by the United 


‘for revenue, 2 
than that 


(as every tax 
several hundred 


yield is poor 
collector admits) 


milliards annually escape the Treasury’s , 


mesh as a result of fraud on income tax 
and sales tax. Now the worm at the core 
of the French political economy is social 
unrest stimulated by inflation. Price 
rises have several causes, a budget deficit 
among them ; but Festck’s seal epécialité 
de la maison among inflationary 

pressures seems to be the Operations enn 

middlemen 


countless who make large 
re per unit oh a small turnover and 
then 


incom aie ator aia ae Pao 


trouble. Each , under rearmament, 
an ever more; d expenditure may be - 
met only by ever more exorbitant direct 
taxation on 


consumption and imports 
(now 60 per cent of all taxation). This 


progressively unjust a of taxation: 


As M, Gérard Silhol 

complains in your issue of March 22nd, 

nearly a third of the French national 
earmarked 


and the — 
United States. In practice, however, the ® 


— a ina ago.” This little book 
sand motes } h politics sal parsicenty 

stan ris itics 

by Irishmen. re “ 


World Political Geography. By G. E. 
Pearcy and R. H. Fifield. Constable. 653 
pages. 465. 

This symposium, edited by the Geo- 
graphic Attaché to the State Department 
and Professor Fifield of Michigan Univer- 
sity, provides some information on new 
trends in rican views on geopolitics. 
The first of seven parts deals with the 
definition, history, and scope of political 
geography, which the authors suggest, 
rather surprisingly to British geographers, 
is synonymous with geopolitics. Part seven 
considers some special aspects, such as 
boundaries, population factors, grand 
strategy, and geography in future world 
politics. The greater part of the work con- 
sists of studies of the principal political 
divisions of the world. The geographical 
situation, historical devel ent, and 
economic resources of ea area are 
examined, with the aid of small but ade- 
quate inset maps, in order to determine its 
status in world politics. These studies will 
provide a useful source of reference. 

The analytical parts of the work are, how- 
ever, regrettably short, and the definition of 
the central concept of the book, national 
power, lacks the rigour which is essential 
in so large a symposium. Thus the studies 
are interesting, but the conclusions about 
countries and their foreign policies tend to 
be vague, and often far removed from the 
fundamental elements on which national 
stability and development must depend. 


the Editor 


seems inescapable so long as direct taxes 
give an insufficient yield and the state 
has no credit. Whether M. Pinay can 
substantially reduce the cost of living 
by direct agreement between economic 
groups remains to be seen. 


The postwar scissor movement be- 
tween agricultural and industrial prices, 
to which M. Sithol refers, will, as he 
says, certainly have reduced the. taxable 


profits of the farming community. But: 


when has the French state been able to 
count on the farmers to swell its budget? 
—Yours faithfully, 
Your CORRESPONDENT 
Paris 


New Zealand’s Reserves: 


~ Sir. —In your comments on the deterio- 
ration in the position of the Australian 
pound, on page $50 of The Economist 
of March 1, 1952, you write: 


New Zealand where fairly The’ import 
cuts are now inevitable. Tbe. Reserve 
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in the Reserve Bank’s holdings of 
sterling exchange has been the purchase 
of overseas investments. 


Normally the Reserve Bank’s sterling 
exchange is held in. the form of British 
Treasury Bills ; as a matter of policy it 
was decided to invest part of these funds 
in short and medium term British 
Governmemt’ securities, which are 
included in the Reserve Bank’s invest- 
ments. Between August 15th and 
November 14, 1951, overseas investments 
rose from {1.9 to £32.1 million; no 
further additions to this portfolio seem 
to have been made between then and 
March, 1952. 

Taking this adjustment into account, 
total New Zealand foreign exchange 
reserves have moved as follows: 


(in {NZ million) 
1950-51 1951-52 
Aa i kc 78.4 cas 117.9 
September ........, 71.0 oe 119.7 
Cree cic 68.8 ss 98.0 
November ......... 63.5 Sas 86.3 
December ......... 73.0 ‘65 81.3 
NE Sis occctc 90.9 Yi $1.6 


There has been no significant deterio- 
ration in the position since January. 
While the general trend of events in 
Australia is applicable to New Zealand, 
it can be seen that the omission of the 
change in the Reserve Bank’s investment 
policy creates a picture which does not 
reflect the greater stability of the New 
Zealand economy.—-Yours faithfully, 

W. ROSENBERG 

Canterbury University College, 

New Zealand 


Planning in Practice 


Sir,—In your issue of March 22nd, Mr 
Buckatzsch makes three points about the 
recent demolition of some brick and con- 
crete structures in Oxford—that they 
could be used for hospital accommoda- 
tion,, that the conversion of the site to 
landscape gardening is economically 
wrong and that the whole is an example 
of vagarious planning. That is not, 
surely, the whole story. 

The Oxford hospital administrator: is 
reported in: the press to have made a 
statement. that _evitices very. little 
enthusiasm for the use of these buildings 
for hospital purpos¢s, and presumably he 
knows whether they are conveniently 
sited in reference to the present layout 


~ of the Oxford hospitals. 


In attempting an economic evaluation 
of landscape gardening one should surely 
take into account the previous uses to 
which the site was put. It may be that 
by change of use the community may 
attain a — degree of utility, move to 
a higher indifference curve or to a “ pre- 
ferred position” (one has a choice of 
jargon for this purpose) than by retain- 
ing the previous uses of the site. 

Finally, is this perhaps not an example 
of planning but of an attempt to: get free 


‘ from planning, to enable the uses of 


resources to be determined by the free 
play of consumer choice, expressed 
through the blind machinery of the 

rather than through the 


wicke-awahe calculations of economic 


satisticians ?—-Yours faithfully, 
E. M, HuGH-Jones 
Keble College, Oxford 
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AMERICAN SURVEY 





Unmilitary 


Washington, D.C. 

N 1939 the United States Army, which then included 

the Air Force, had a total strength of about 268,000. 
At the end of 1951 the Army and the Air Force between 
them mustered 2,458,000, and by the middle of 1953 it is 
planned that they will have a combined strength of 3,160,000 
men and women. The Defence Department is now not 
only the largest depattment of the US Government, but 
probably the largest single organisation in the world, and 
in the coming financial year the United States will spend 
about 70 per cent of its budget on national security. -No 
General has been President of the United States for sixty 
years, but of the four Generals of the Army (a rank which 
did not exist in 1939) two are at present actively involved 
in the forthcoming presidential elections ; one has a good 
chance and the other an outside chance of becoming the next 
President of the United States. These are only a few 
examples of the size and scope of the revolution which has 
taken place in the relationships between the American people 
and their armed forces. 


Before the Second World War few of the professions 
counted less in the social pattern of American life. There was 
no connection, as there was in Britain, between the upper 
middle class and a military career. The Civil War, by 
keeping the US Military Academy at West Point closed to 
the sprigs of the Southern gentry for many years, broke the 
older connection between the Army and the plantation 
aristocracy, although Virginia Military Institute, where 
Stonewall Jackson taught and General George Marshall 
studied, provided some able officers. The young man of 
energy, outdoor tastes and independent means, upon whom 
the British Army has always relied, did not normally: take 
up soldiering and the wealthy sportsman who was also a 
fine professional soldier, such as George Patton, was very 
much the exception. 


By and large the officer class of the prewar American 
Army was drawn from all levels of society, including the 
farming.and poorer sections, under the system of nomination 
to West Point, which brings cadets from every Congressional 
district. A high percentage of officers were of German and 
Irish descent and they formed a caste not, as in Germany, 
because they had a monopoly of power, but because they 
were literally a class apart. The inost likely reason for going 
into the Army was because one’s father had been in it: 
Military service was confined to Washington, to a string of 
isolated camps and forts across the country, and to the Pacific 
garrisons, There was no foreign service other than in the 


Pacific, and the overseas possessions of the United States - 


provided few of the minor proconsular jobs to which a 
moderately capable British General could aspire. The 


**AMERICAN SURVEY ”’ is prepared partly in the 
United States, partly in London. ‘Those items ‘which 
are written in the United States carry an indication 


to that effect; all others are the work of the editorial 
staff in London. 





Revolution 


points of contact with a civilian society engaged in very 
different purposes were few; West Point gave a cadet a 
good education but it was not of a kind to give young 
men a very profound grasp of or interest in the affairs 
of a civilian community—although the Academy can claim 
Edgar Allan Poe and James McNeill Whistler as alumni, 
Promotion was even slower than in the British Army and 
after twenty-five years of service Lieutenant-Colonel Omar 
Bradley was still thought too young for a Brigadier-General’s 
command. 


Nor were the enlisted men held in very high regard, 
During the twenties they were despised for “riding on 
Uncle Sam’s back” instead of making a living, and in the 
thirties they were reviled ‘by liberal opinion for keeping 
order in the hunger-marching riots. One of the ables: of 
today’s young General officers started life as a juvenile 
delinquent in a Pennsylvania coal town and was offered by 
the police the alternative of jail or the Army. Unfortunately 
America had no Kipling to give the Army a place in the 
ballads, and therefore in the affections, of the American 
people. 

* 


Has the pendulum swung in the other direction? Are 
Americans in danger of glorying in their new-found military 
strength, of worshipping their Generals, of abandoning their 
old civilian tradition for a Prussian concept of the all-wisdom 
of the military leader ? This would be the logical antithesis 
of their prewar attitude, but only the professional fellow 
traveller can find evidence to support the view. 


_ While the armed services now provide wider opportunities, 
greater prestige and relatively better pay than they did 
before the war, there is no indication that soldiering has 
overtaken the law or any other of the professions in popu- 
larity. Reserve officers accept their recall with duty rather 
than enthusiasm. Certainly the draft of about 35,000 young 
conscripts a month rates second only to high taxation as 
a grievance against the government and as the most dis- 


- tasteful obligation in contemporary American life. There 


is no sign that “I did not raise my son to be a soldier” 
has ceased to be the theme song of the American mother. 
The Air Force remains the favourite service amongst the 
public because there is a widespread feeling that a strong 
Air Force is not only the best method of exploiting America’s 
technological supremacy, but represents the best hope of 
diminishing the size of the Army. It is the Army with 
its casualties, its hardships, its periods of service in foreign 
parts which is not only unglamorous but disliked by civilians. 

In Look magazine of March 11th Justice William Douglas 
of the Supreme Gourt said “ the formulation of our foreiga 
policy has slipped more and more imto the hands of 4 
military clique that has possessed Washington, D.C.” That 
is the view of many troubled American liberals and there 
is some truth in it. The “Pentagon, the Department of 
Defence, not only a great stake in the formation of 
foreign policy, but is well aware that, since the Koreaf 
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outbreak began, it is more readily listened to by Congress 
and the public than is the State Department. The Adminis- 
cration’s policy on German rearmament is constantly cited 
as an instance of the undue influence of the Pentagon on 
policy, although an investigation into the growth of this 
varticular policy actually reveals as much enthusiasm for it 
mong the civilian officials in the Pentagon as among the 
Generals themselves. ' 


The influence of the Pentagon is certainly considerable, 
but belief in the power of a military clique overlooks the 
diffidence of the American military mind when faced with 
the business of civil government. One of the strongest 
traditions in the armed forces before the war was that officers 
and men had no concern whatsoever with politics, that the 
services were the pawns of the politicians. They extracted a 
kind of wry pride from their subjection to the civil authority 
and even a general interest in world affairs could bring 
raised eyebrows from commanding officers; this is one 
reason why Army intelligence was so inept in the early years 
of the last war. The result has been to produce a generation 
of senior officers who are nervous of the higher ranges of 
strategy where economic, political, military and psychological 
factors combine. 


But the military men in Washington, who express their 
distaste for politics with such- vehemence, are somewhat 
disingenuous, for ‘many of them know every trick of the 
most seasoned political boss when it comes to advancing the 
cause of their own particular service. No one who witnessed 
the debates three years ago on unification of the armed forces 
can really believe the man from the Pentagon when he says 
that he only obeys orders and does not understand politics. 


Nevertheless, the general neglect of the health of the 
prewar American Army did .thwart the existence of the 
“military intellectual,” the staff planner with an extensive 
grasp of non-military factors. This is a lack which is keenly 
felt today. The recent disclosure that General Walter Grow, 
while Military Attaché in Moscow, kept a diary peppered 
with naive and belligerent comments, which have fallen into 
Soviet hands, is less a reflection upon that hapless officer, for 
he was a brave and capable tank commander during the war, 
than upon the shortage of American senior officers suitable 
for such specialised military posts. This shortage is, how- 
ever, slowly being overcome by the excellent work of the 
National War College in Washington, where Colonels and 
Navy Captains go for a year, mingling with State Depart- 
ment officials and professors, .to learn that most international 
problems are insoluble even by force and that black and 
white are not the only colours on the strategists’ palette. 


. 


Good Enough for Farmers? 


[FROM A SPECIAL CORRESPONDENT] 
In September, 1948, President Truman, with the polls and 


| the prophets all against him, went to Dexter, Iowa, primed 


o “give ’em hell.” Before an assembly of farmers, whose 


| prosperity was illustrated by the private aeroplanes in which 


many of them had come, he inveighed against “the gluttons 
insisted that “the notorious do-nothing 
Eightieth (Republican) Congress... . has already stuck a 


pitchfork into the farmer’s back,” ond swung the decisive 
middle-western farm vote into his column, thus, as it later 
turned out, winning the election for himself. _ 

Recently a reporter, who wanted to find out where that 
farm vote is today, went to the grass roots across the Missis- 
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sippi River, and asked a farmer about his voting intentions 
next November. He replied that he would vote for Mr 
Dewey ; when reminded that Mr Dewey will not be a candi- 
date this year, he insisted on his preference. Trying a new 
tack, the reporter listed the possible candidates for both 
parties. 

Young man, you heard me the first time. I’m gonna vote 
for Dewey. I voted for him in ’44 and in '48, and I ain't 
never had it so good. 

The story is not only an extreme example of the confusion 
in the current presidential picture but also perhaps a state- 
ment of the one clear fact about the agricultural vote: 
farmers, like most other people, appreciate “ having it g 
Apart from this the political confusion is nowhere greater 
than in the farming sections of the country. In July, when 
the parties chouse their presidential candidates at their 
Chicago conventions, some of this confusion will be cleared 
up ; in August estimates of the farm vote can at least be 
based on known alternatives. But other questions will 
remain. 


In 1948, farm prices were falling. Farmers were anxious 
about the future and were especially worried about two 
pieces of legislation passed by the Republican Congress. 
The charter of the Commodity: Credit Corporation had been 
amended, to restrict the building of storage facilities for 
surplus grain, and the principle of flexible, instead of fixed, 
price supports for agricultural products had been written 
into law. Actually the Democrats were similarly committed 
to a_sliding scale for farm price supports ; but it was the 
Republicans who had made them official. These grievances 
were undoubtedly in the minds of the farmers who listened 
to Mr Truman at Dexter. But another factor was active 
too—their suspicion of Mr Dewey as a Little Lord 
Fauntleroy, the man on a wedding cake, the candidate who 
was not the Midwest’s kind of fellow. 

Flexible supports for agricultural products are still on the 
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books and they will be the chief farm issue again this 
election year. An alternative method of ensuring prosperity 
for farmers has been developed by the Secretary of Agricul- 
ture, Mr Brannan ; he would allow prices to seek their 
market level and provide supplementary government pay- 
ments, if necessary, to bring farm incomes up to standard. 
The Brannan plan was greeted with some enthusiasm in the 
cities, where the prospect of only having to pay market rates 
for food was attractive, since it might be somebody else’s 
taxes which helped the Treasury to meet its part of the 
grocery bill. But among farmers, the plan ran into heavy 
opposition and, as farm prices ros¢ after the Korean war 
began, discussion of the proposal died down. 


Now, however, the Brannan Plan is in the news again, 
somewhat restyled so that the average level of price supports 
under it would be higher than at present. The Farmers’ 
Union—-which, of all the farmers’ organisations, is the one 
most sympathetic to the Truman Administration—has just 
voted for higher price supports and President Truman, in 
a congratulatory letter to the Union’s Golden Jubilee Con- 
vention, said: 

We ought to strengthen our system of farm price supports 
and remove the sliding scale before it penalises farmers who 
are answering the call for bumper crops to aid defence, 

Mr Brannan put his plan to the session in a fighting speech 
and, at a press conference, charged that Mr Allan Kline, head 
of the American Farm Bureau Federation, had had a deal 
with Mr Dewey in 1948, under which he was to deliver the 
farm vote in return for the Secretaryship of Agriculture, and 
that he now has a similar deal with Mr Taft. Mr Kline 
issued a resounding denial (many members of his Federation 
are working for General Eisenhower) and the season for 
agricultural politics was officially open. The Farm Bureau 
supports the principle of flexible price supports applied to a 
limited range of agricultural products. 


* 


° 


This year, however, it seems likely that many farmers will 
be more concerned with the broader issue of inflation in 
general than with the narrower one of special programmes for 
agriculture. The ratio between maize and hog prices has 
turned in an unprofitable direction and sows are going to 
market before farrowing. Widening price margins for food 
processors- have reduced the share of the consumer’s dollar 
that goes to the farmer. Rising costs of machinery, fertilisers 
and labour are bearing down on net farm income. Political 
candidates who say they are for a balanced budget will there- 
fore have strong agricultural appeal. With self-conscious 
righteousness the Farm Bureau is demanding a cut of $10 
billion in federal spending ; $200 million would be taken from 
the Department of Agriculture, the axe biting into all activi- 
ties except research, the farmers’ advisory service and the 
Office of Foreign Agricultural Relations. With the demands 
of the tax collector breaking all peacetime records, the issue 
of corruption in government will be very useful in farm areas, 
as Senator Kefauver proved by his victory over Mr Truman 
in New Hampshire. 

‘Beyond these general matters, Garmere have a special share 
in the nation’s. discomfort at life in a garrison state. When 


cope ae tere Sor Mea tenet ix shies as 
the cities ; his is used within sight’ of 


productive manpower 
his family and the’ loss is felt directly. A truce-in Korea,‘ 


it, is followed. at once bya new .outbreak ‘elsewhere, 
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So the question shifts back to the possible candidates again, 
The Republican primary elections in Minnesota and New 
Hampshire have put real steam in the Eisenhower bandwagon 
and the results of the contest in Iowa for membership oi the 
Republican National Committee will also, be worth watching. 
The fight will be between a Taft admirer and an “ [ke- 
liking ” candidate put up-by progressive young farmers - “ 
odds favour the latter. The Wisconsin primary wi! 
another significant indication of how the agricultural voi a 
go. For if General Eisenhower is strong in the farm «ates 
west of the Mississippi River, Senator Taft is formidal'e in 
the five to the east of it—Wisconsin, Hlinois, Indiana. 
Michigan, and his own State of Ohio, Tf Wisconsin aban- 
dons the Senator, the Republican party may well ab: — 
him too, even if reluctantly, in order to Save itself ‘ 
once more sinking into defeat. 

This year, the traditionally Democratic South presents 
more possible presidential permutations than any other area. 
Mr Truman’s unpopularity hangs like an albatross round the 
necks of the few Democrats who co-operate with the Adminis- 
tration and cements the separatist movement under Senator 
Russell. If Mr Truman-is the’ Democratic candidate there 
may well be a bolt from the Democratic party. If he is not, 
Senator Russell and his group are unlikely to take the risk 
of seceding, but they will probably be lenient towards those 
members who stray from the fold into the Republican w ilder- 
ness. And if General Eisenhower is the Republican nominee, 
there will be many such strays. «For the southern farmer, an 
Anglo-Saxon who still admires the eighteenth century, likes 
somebody with a touch of the grand manner, and he feels that 
he belongs to the Atlantic community. He would support a 
southern regional party, if there is one, but otherwise he will 
be tempted by General Eisenhower. 

So at this early moment in the election campaign, when the 
General’s views on domestic matters are still unknown, it 
looks as if the two great farming regions might vote against 
each other, if Senator Taft is the candidate and 
if the Middle West supports him. But if General Eisenhower 
is the Republican candidate they might vote together, as 
they might also do if the Democrats choose a midwestern- 
southern combination for their presidential and vice-presi- 
dential candidates, and not: Mr Truman. Above all, the 
farmers might vote together if it is once more brought to 
their attention with sufficiént force’ that under Democratic 
Administrations they “ain’t never had it so good.” 


American Notes 
Steel. Dilemmas. pen 


The steel workers, jubilant at the recommendations of 
the Wage Stabilisation Board on their dispute with the sicel 
okek. have once more their strike, until 

P tog ive the ind and the government a chance 
to cane an the horns of the dilemmas on which they are 
ret pee pide gen, te Ral the 
board issued its report. itself is taking its siand 





on the board’s s increases in three 
ca, coed Se ‘mext January, for 
“ fringe ” benefits which add 





Loe: an hour, 


On these issues, which candidate will make the best show- : eater 





ing ? And will it be the same man in both of the c 


chief agricultural regions, the South und the Midis Wea?” 
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more than it could have hoped for under collective hargain- 


ing ; at least so the steel companies allege. They claim that ~ 


they cannot accept the proposed wage increases unless they 
are allowed to raise the price of steel by $12 a ton (the 
average price is $110 at present) instead of the $6 which was 
their estimate before the report was issued. Their dilemma is 
that they do not want to increase prices, for in the present 
state of the steel market a fall in demand would almost cer- 
tainly follow. The economic stabilisation authorities insist 
that steel profits are far too high to permit any such increase 
under the formula which allows higher prices to be charged 
if an industry’s earnings fall below 85 per cent of the years 
1946 to 1949. An increase in steel costs could hardly fail 
to force up the price ceilings on many manufactured articles, 
just as an increase in steel wages would make it almost 





impossible to resist the claims for higher wages already put in 
by such important groups as the oil and aluminium workers. 
The WSB, however, maintains that steel workers are in’a 
different position from other trade unionists because it is 
so long since they have had a wage rise ; as the chart shows, 
hourly earnings in the steel industry have remained steadier 
than have those in manufacturing generally. 


The government’s dilemma is that the rearmament pro- 
gramme, already seriously delayed, cannot afford the 
disruption of a steel strike ; yet if a strike is avoided by the 
only means by which it apparently can be avoided, an increase 
in the price of steel, not only will the inflationary spiral be 
set spinning again, but a disgusted Congress will probably 
also abolish the Administration’s powers to control prices 
and wages. There is some excuse at the moment for feeling 
that the economy would be more stable if left to itself than 
if guided by the government, for the WSB’s proposals for 
mecreases in steel wages coincided with a fall in the cost of 
living, the first since last June and the sharpest since the end 
of 1949. The wage stabilisation policy is supposed to be 
linked with the cost of living and the fall is expected to 
continue ; if it does, it will mean wage reductions for several 
groups, notably the automobile and electrical workers, whose 
pre-stabilisation contracts are tied to the consumers’ price 
index ; already the wages of over one million railwaymen 
have dropped by one cent an hour. No wonder Mr Charles 
Wilson, the defence mobiliser, with a few unhappy remarks 
about the generosity of the WSB, flew off to consult the 
President in Florida. 


we * n 
Taft at Bay 


In Minnesota last week over 100,000 voters went to the 
polls, through a storm and with little urging, to perform 
the complicated feat of writing in, on voting-machine ballot 
papers, the name of Eisenhower—or some variation of it, 
such as plain Ike or General Izehauer—as their choice for 


Republican presidential candidate. This spontaneous proof 
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of the General’s nee , coming just after the discoye 

that in New Hampshire Taft had lost votes in the 
places where he appeared personally, convinced the Sena:or 
that he would be unwise to challenge the General directly 
in future. Their next meeting was scheduled for the 
April 15th primary election in New Jersey; where Governor 
Driscoll had just led the state’s lican officials over io 


the Eisenhower side, and Mr Taft att tO use this 
affront as an excuse for withdrawing from imaty. But 
the General’s supporters had no intention of allowing ihe 


Senator to avoid open contests and take cover amongst ‘he 
party machines in states where: there are no primary elections 
to give voters a say in the choice of delegates to the nomin- 
ating conventions, or in the choice of the idential candi- 
date. The New Jersey courts have now that Mr Taft's 
name must stay on the ballot and April 15th may wel! be 
the day on which the Senator is finally brought to bay. 


Meanwhile, however, the Republicans of Nebraska and 
Wisconsin have an opportunity to make a fool of him on 
April 1st, when both these states hold primaries. He is 
not entered in Nebraska, but his supporters there, hoping to 
cancel out the Eisenhower success im Minnesota, are 
organising a write-in vote for the Senator. In Wisconsin 
his reputed strength is such that anything but an overwhelm- 
ing victory will look like a defeat. General Eisenhower is 
not entered in this contest, but Governor Warren and Mr 
Harold Stassen are. Both of them, obviously convinced that 
Mr Taft’s days are numbered, are manceuvring for good 
positions at the kill. Mr Warren has long promised his 
convention delegates to General Eisenhower if he does not 
need them. himself, and Mr Stassen has now offered to hand 
over at once half of any delegates he may win in Wisconsin. 
If he can thus collect enough votes from Eisenhower sup- 
porters to defeat Mr Taft; Mr Stassen will hope to claim 
a reward from the General for having saved him the trouble 
of finishing off the Senator. 


For the present Senator Taft is still alive and kicking 
hard and shows no intention of giving in. Even if he does 
so, General Eisenhower cannot be sure that the convention 
will fall at his feet, for there are indications that the Re- 
publican Old Guard is ing to set up General 
MacArthur in Mr Taft’s slear However, the Eisenhower 
managers, after a professional isation of their opera- 
tions, are wooing the organised politicians with reminders 
that General Eisenhower has always been a loyal team-mate 
and is unlikely to change now that he has joined the Republi- 
can party. It looks as if the General will be back to make 
promises on his own behalf by the end of May; the 
Minnesota voters seem to have given him the “ clear-cut 
call” to political duty that he had not expected until the 
Republican convention. 


* ae *x 
Trouble in Local 600 


To Mr Walter Reuther, head of the United Automobile 
Workers, the end evidently justifies the means, for he has 
seized upon hearings of the House Un-American Activities 
Committee as an excuse for taking over the largest and 
noisiest branch of the UAW, Local 600; with about 50,000 


| members at the River Rouge plant of the Ford Motor 


Company in Detroit. Mr Reuther. is ambitious to head the 
national Congress of Industrial Organisations after the retire- 
ment of Mr Murray, its present chief, and wants to reinforce 
his claim to this eminence by putting his own house in 
order. He had largely cmminbet in unifying a trade union 
noted i Ford 
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testify, wrote the committee that the union constitution 
barred Communists from office and he would remove any 
officer proved to be a Communist. But two days after the 
hearings adjourned, without giving Mr Stellato a chance to 
carry out his pledge, a six-man board headed by Mr Reuther 
took over the administration of Local 600 and has called for 
new elections of officers in May. 

In the curious politics of the volatile Ford branch, 
stemming from the aggressiveness developed in the bitter 
fight to conquer this last outpost of resistance to trade 
unionism in the motor industry, Mr Stellato heads a coalition 
of forces that include the once-powerful left wing. Although 
twice elected on an anti-Communist platform, his last victory 
was a Marrow one and he has since consolidated his position 
by concessions to the left which have placed him in opposi- 
tion to Mr Reuther. Damning the devil has meant damning 
his works, so Mr Stellato for the past year has vociferously 
condemned Mr Reuther’s wage policy ; this is embodied in 
the “ escalator’ contracts he steered through the automobile 
industry in which wages are tied to the cost-of-living index. 
As part of the fight against Mr Reuther, last June Local 600 
invited his old enemy, Mr John Lewis of the independent 
United Mine Workers, to speak at an anniversary celebration. 
Mr Reuther refused to share the rostrum and Mr Lewis 
had an undivided spotlight and an enormous audience for 
his attacks on escalator contracts, the automobile companies— 
and Mr Reuther. 

While Mr Reuther’s tactical move has left him in tem- 
porary possession of the field, winning the branch election 
may be more difficult, especially if his opponents swing 
attention away from which side is the more anti-Communist 
by centring their fire on the wage contract. Working Detroit 
is already concerned about its pay packet with over 100,000 
men laid off from the motor factories, although this situation 
is likely to improve now that more materials are 
But if the comsumer’s price index continues to fall, it may 
mean that wage cuts for UAW members will coincide with 
the election, which would hardly help Mr Reuther win. 


* * * 


Southern Strategy 


The determination of the South to prevent Mr Truman’s 
renomination and to reassert its influence on Democratic 
decisions has already put Senator Russell of Georgia in the 
electoral field. Steps are now being taken in the South to 
make it possible to punish the Democrats if they disregard 
this warning. If General Eisenhower is the Republican can- 
didate, southern isals will hardly be needed ; a recent 
Gallup poll that twice as many Southerners would 
vote for the General as would vote for Mr Truman. But if 
the battle is between Mr Truman and Senator Taft, or some 
other Republican unable to split the traditionally Democratic 
South, the southern leaders themselves hope to teach their 
party a lesson. 

Under the Constitution, voters choose, not the President, 
but delegates to the electoral college. In modern times it has 
come to be taken for granted that electors will vote for the 
national candidates of their party. But the election of 1948 
showed that this was not necessarily true. President Truman 
lost the electoral votes of four southern States to the Dixiecrat 
party, hastily thrown together by rebellious Southerners after 
the Democratic convention took its stand on a strong Negro 
rights plank. 


_If the able and respected Senator Russell should lead a 
similar walk-out this year, he could count on the electoral 
votes of at least eight, and perhaps more, States. In Missis- 
sippi and Georgia the election law has recently been changed 
to make it legally watertight for Democratic electors to with- 
hold their votes from Mr Truman and cast them for Senator 
Russell—or perhaps even General Eisenhower. In Alabama, 
one of the secessionist four in 1948, the courts have refused 
to allow Democrats loyal to the Administration to require 
delegates to promise to support the candidates chosen by the 


799. 


convention. The Supreme Court is to hear arguments against 
this refusal next week. In Louisiana the newly elected 
Governor, Judge Kennon, has promised that none of 
Louisiana’s electoral votes will be cast for Mr Truman if he 
is the Democratic candidate. 


These signs of revolt raise the possibility that the election 
may have to be decided by the House of Representatives, 
something which has not happened since 1824. For the 
Alsop brothers have calculated that if Senator Taft runs, he 
will, at best, be 17 votes short of a clear majority in the 
electoral college, while Mr Truman, if he runs, cannot hepe 
to win without the electoral votes of the South,” In that case 
the House, with each State delegation voting as a unit, would 
choose among the three top candidates. The -smali States 
would come into their own and, although Southerners 
imagine they might be able to hold the balance of power, 
thé result could hardly fail to be a Republican victory. The 
South is so bitter against Mr Truman, however, that it seems 
perfectly prepared to cut off its nose to spite his face. The 
threat of such a split in the party if he runs again must weigh 
heavily.with the President—as it is meant to. 

* * * 


The Taxpayer’s Burden 


This month the historic movement of Europe’s cultural 
treasures across the Atlantic was significantly reversed: the 
Rosenbach collection of Shakespearean volumes was sold to 
a Swiss for his personal collection. The excuse given by 
the rather embarrassed firm which made the sale was that 
high taxes had left individual Americans too poor to suppert 
even public institutions ; private buying on a large scale. is 
alleged to have ceased to all intents and purposes. 

A few days later nearly half of the 156 million Americans 
were in a position to appreciate the truth of this remark, for 
March 17th—the official March 15th date fell on a Saturday 
—«was the final day for making, and paying on, 195: income 
tax returns to the federal government. The Treasury’ was 
expecting to collect over $50 billion this year in personal 
and corporate income taxes, compared with less than $40 
billion last year. In New York alone over $1 billion was 
taken in from taxpayers who had to struggle through the St. 
Patrick’s Day celebrations to hand over anything from 22 
gI per cent of their earnings. Two of the collectors’ offices 
in the city received cheques of record size as instalments on 
corporate payments, one for $144 million, another for $95 
‘million. 


Nowadays, even in America, it is not only the rich who 


-are weighed down by taxation, and many citizens carry a 


heavier tax burden than they realise. In a majority of states 
state income tax must be paid as well as federal ; in many 
towns both state and city sales taxes are levied in addition 
to federal excise taxes and there are, of course, other state 
and local taxes. Althogether these now take nearly $20 billien 
a year of the taxpayer’s money, quite apart from the various 
federal collections. 

It is. estimated that 32 cents out of every dollar earned by 
the average American is now handed over for taxes, compared 
with only 25 cents in 1949. Nearly everywhere more than 
half the amount paid for a packet of cigafettes (about 20 cents 
or 1s, $d.) or a gallon of petrol (about 25 cents or 1s. 94d.) 
is tax. ‘ The liquor tax usually accounts for more than three- 
quarters of the retail price of a bottle of whisky, selling at 
around $5.60 or {2 ; a whisky tax of 3 cents a gallon started 
a rebellion 160 years ago. The Tax Foundation has calculated 
that-a family of 3.2 persons. with an annual income of $3,500 
(a skilled workman’s earnings) pays $798 in indirect taxes, 
including social security, and only $299 in income tax. On 


$15,000 a year the family’s income tax would be $2.606 and 
other taxes $4,012. The taxpayer today has only one com- 
fort:, Congress is determined to add nothing to his burden 
this year and some State Legislatures have actually been 
trying to reduce it. 
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ICKEL is sometimes found in meteorites, alloyed with 
iron, but in the earth’s crust it does not occur in the 
metallic state. More than four-fifths of the world’s 
supply of this valuable element is mined in the Sudbury 
district of Ontario from deposits of “ pentlandite ””—a 
mineral containing sulphides of iron and nickel. A 
corrosion-resistant silver-white metal, nickel is well known 
in the form of nickel-plating, but it is far more important 
as a constituent of alloys. It is used for example in 
stainless steels and to add strength and toughness to 
alloy steels for motor cars, aircraft, armaments and 
machine tools. It is alloyed with copper and other metals 
to make condenser tubes and coins. Together with 
zinc and copper it forms nickel silver, the basis of plated 
tableware; and with chromium it is used extensively in 
gas turbine engines and to make heating elements for 
electric fires. Nickel and its salts are also used in alkaline 
storage batteries and in the manufacture of enamels. 
Besides producing large quantities of wrought alloys 
containing nickel, such as nickel silvers 
and cupronickels, 1.C.I. usesa nickel silver 
alloy to make ‘ Lightning ’ slide fasteners, 
and nickel catalysts in the manufacture of 
cyclohexane, one of the intermediates 
from which nylon is produced. 
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Shorter Notes 


Now that the Senate has ratified the Japanese peace treaty 
and the accompanying security pacts with a minimum of 
controversy, Mr John Foster Dulles has decided that his 
Republican party needs his help more than does the State 
Department, and has left his post of special adviser to Mr 
Acheson. There is much speculation as to which Republi- 
can candidate for the Presidency will Mr Dulles the 
Secretaryship of State in return for his 5 but it may 


well be that Mr Dulles himself feels that, m a campaign in 


which foreign policy is bound to play a ‘large part, he can 
best serve his country and his party by independent ind 
constructive criticism. 

* 

Leading boxing promoters have an unscheduled match on 
their calendar with the anti-trust dvision of the Justice De- 
partment, The International Boxing Clubs of New York 
and Illinois, two of their officers, and the Madison Square 
Garden Corporation are charged with maintaining a con- 
tractual hold over champions and chief contenders in il 
major weight classes, tying up the sale of radio, television 
and film rights for important boxing bouts, and having a 
monopoly on promoting matches in all the main arenas. The 
government states the defendants have participated in 
the presentation of 90 per cent’of all jonship contests 
since 1949, and that the effects of such control have been to 
exclude other promoters as well as limit the opportunities »f 
boxers. An important legal issue at the trial will be to deter- 
mine whether boxing falls under federal jurisdiction as inter- 
state commerce ; in any event, the defendants will claim that 
sports are exempt from the anti-trust laws. 


* 


Natural and synthetic rubber are both becoming cheaper. 
On March 7th the price of synthetic, still under complete 
government control, was reduced from 26 to 23 cents a 
pound, as the result of increased output and new techniques. 
During April and May, government-owned natural rubber 
will be sold to private buyers at 48.§ cents a pound instead 
of 50.5 ; a much sharper reduction had, however, been ex- 
pected, in preparation for the time when the natural rubber 
trade is returned to private hands, for this latest US price is 
still well above world prices. : 


* 


The threatened budget deficit in New York City, which 
provides 56 per cent of the state’s tax receipts, but is 
scheduled to receive only 44 per cent of state budget expen- 
ditures, has been rf meg through a series of eight emer- 
gency measures passed by the Republican State Legislature. 
The tempo financial programme, while not giving the 
city more of the state’s money, will enable it to levy special 
taxes that will provide $234.8 million toward balancing the 
$1.5 billion city budget for the fiscal year starting July 1st. 
The proposals include an extension of the city sales tax and 
authorisation for city bonds to finance transit deficits so that 


fares need not be raised. 
* 


‘Scientists in Boston have developed a new method of 
removing salt from sea water by means of an “ ion exchange ” 
instead of distillation, The old method was too expensive 
for anything but emergency use, while the cost of the new 
process compares favourably with that of transporting water 
oo ead ae sea-coast cities in dry areas, such . 

eles, W is rapidly i outgrowing its potenta 
water supplies. Where electricity is plentiful, the Sead process 
will cost.from ten to twenty cents a thousand gallons, as soon 
as the equipment can be mass-produced. It has great i- 
portance for industrial and agricultural as we 
as for human consumption, but it is to be used first 
to purify brackish water in places where the water table has 
fallen so low that sea water is seeping into the wells. 
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THE WORLD OVERSEAS 





General de Gaulle and His Troone 


(From a Paris 


UTURE historians who have to estimate the place in 

history of General de Gaulle will agree that the peculiar 
vigour of his mind was one of his main characteristics. They 
will be divided between those who think it was his principal 
merit and those who consider it reduced his usefulness to 
almost nothing. Many men trust their hunches. The 
General belongs to de class, small even in France, who 
require no moral support to believe in their own reasoning. 


His first speech broadcast by the BBC on June 18, 1940, 
is indeed a passionate document, but it is the passion gener- 
ated by the effort to think clearly and logically against a tidal 
sweep of other le’s emotions. It is a short statement of 
a staff officer’s estimate of a strategic situation. The conclu- 
“On is—amongst that all his superior officers 
are wrong. They nearly all were. It is a situation to which 
General de Gaulle was already becoming accustomed as a 
colonel. But this very attitude of the stubborn individual 
mind refusing to adjust itself to other people’s errors and 
a has limited his ability to apply even the truths he 
sees. In that first broadcast he declares “ Car la France n’esi 
pas seule. Elle n’est pas seule. Elle n’est pas seule.” Such 
emphasis on the fact of alliance was a curious prelude to four 
years’ battle with France’s allies. Throughout his career he 
has seen the necessity of united action, but the union is apt to 
become all the more difficult because of the mathematical 
violence with which the General conceives it. France, one 
sentient individual person, constantly replaces in his thought 
the reality of the Fieed people consisting of an infinite 
variety of men and women. 


At least three times his country has owed a most — 
impulse to his single-minded purpose—in 1940 w 
created a centre about which ccna could be crystallised ; 
in 1944-45 when he restored civil government and democratic 
process (raising, when most people. criticised him for it as 

whether Communists could be 


the autumn of 1947, 8 a at the head of his newly formed 
French People’s Rally, he more than anyone else was 
responsible for ——— the gradual Communist conquest of 
ies. Fifty-two of the ninety- 
two sieges capitals had Gaullist mayors, ee — 


November 12, 1947, “ I repeat to you that it will grow and 
burst. I can only pity those who refuse to understand. If 
ee ee 
away by it.” 


Aner st Bectous 


Correspondent) 


standard of priority. M. Faure, in spite of all his personal 
brilliance and ¢ survived forty days without getting 
a single bill turned into law. Some of the most level-headed 
French republicans were beginning to say that the only pos- 
sibility of — @ government at all would be to accept the 
leadership he Cesate <te tell of the diibe tx His 
chiallield an ap hour seemed approaching. 


Yet the next turn of the wheel was the revolt of 27 of the 
General’s sworn supporters in the Assembly determined to 
vote for M. Pinay. next public appearance was a bitter 
if still resolute press conference at which one could only 
wonder whether it was the perverted minds of ‘his political 

i eae still leading the country to perdition, or the refusal 
the Gaullist deputies to accept his assessment of the situa- 
tion that most troubled him. The General has always stressed 
that the Republic is the nation’s as a whole, and not merely 
the parliamentarians’ or the parties’. More than ever on this 
last occasion did he speak of the masses. Yet the one man 
in France who at that moment was showing a curious knack 
of establishing contact with at least large sections of the 
nation across the barriers of party (including the barriers of 
the General’s party) was a small provincial industrialist whose 
position in the previous governments nine Frenchmen out of 
ten could not have named with any certainty. 


M. Pinay’s Success 


To explain away M. Pinay’s political success—undoubted, 
though possibly momentary—by his promise to try to 
balance the budget without new taxes, is to leave unasked 
the question why, when he says that prices will be held and 

bably brought down, a very large number of Frenchmen 
Coes to think it likely. They would never have believed the 
same statement if made by M. Faure, M. Pleven or M. 
Queuille, all of them able men and two of them much more 
eloquent. Part of his secret is no doubt that he has never 
acquired a politician’s professional manner in any sense. He 
does not even look at ease on a platform. Still more important 
is that he does approach the political problem from the angle 


pay gm he te forte pre Pero whch he 
can be relied on if its 
Pinay. The General’s 
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admirers would assert that his policy of “confidence in 
confidence” is more than a bet—a bet in which he has a 
great many of the experts against him. But even if the 
General’s hour does come back his will be the same isolated 
revolutionary mind, prepared to accept as providential 
catastrophes what most other men will wish to avoid. 


This is not to deny the contribution he has made and 
may yet make to his nation’s survival. ‘ There is more folly 
than wisdom in those of his fellow citizens who talk of him 
as only a public danger. There is indeed more than a little 
truth in his warning that if the present regime collapses and 
the French People’s Rally has been. compromised in it, the 
greatest surviving force might well be the Communists. But 
the logic of that must surely be to reconsider the negative 
policy that has split his party, and use it so that it contributes 
to avoidance of what the ordinary man considers catastrophe. 
The break up of the French People’s Rally may make it easier 
to run the Fourth Republic, but it would also deprive the 
country of the only non-<communist party which is not run 
by a headless committee. 


Belgium Fears a Slump 


[FROM OUR BELGIAN CORRESPONDENT] 


CLEAR signs that economic activity in Belgium is slowing 
down have been appearing since the beginning of the year. 
The result must be to force Belgium increasingly into 
co-operation with the other membefs of Nato with inevitable 
effects on the external economic policy of the country. Since 
the Lisbon conference the Belgians have shown their willing- 
ness in principle to increase their defence effort, and to adopt 
in part the recommendations of the Three Wise Men, by 
their proposal to grant a loan of $20 million to Europe and to 
make purchases in EPU countries to the amount of $40 mil- 
lion in the shape of reserves of weapons and munitions for 
the Belgian army. Belgium was also prepared to agree to a 
loan of $100 million to France within the framework of the 
EPU, but this was turned down by the American authorities. 


Belgium was encouraged to make these concessions largel 
by its anxiety over the future of its exports. But the vid 
ance of any further increase in the defence effort and an 
undiminishing distrust for international commitments 
remain as the central preoccupations of both government 
and public opinion. Belgium, in fact, is torn between its 
traditional policies of monetary restriction at home and 
minimum co-operation abroad on the one hand, and, on the 
other, the necessity of some economic expansion at home and 
collaboration in Europe forced on it by the dangers of severe 
recession. This is the background to the rumours, which 
started at Lisbon, of a Belgian plan for an international 
economic conference under the auspices of Nato, with the 
object of combating the dangers of a world economic crisis. 


Consumer Industries in Trouble 


An important indication of Belgium’s economic predica- 
ment is the number of unemployed, which exceeded 300,000 
in February, 1952, in contrast to 200,000 in February, 1951. 
In the same period figures of unemployed women rose from 
§7,000 to 100,000, for the recession has hit the textile and 
clothing industries worst. In these two industries alone 
unemployment rose from 45,000 at the end of 1950 to 
85,000 at the end of 1951. Out of a peak total unemployed 

-0f 320,000 it looks as though about 70,000 have been thrown 
out of work by general business conditions ; 100,000 by 
seasonal factors; while frictional unemployment—that is 
temporary unemployment of people who are changing jobs— 
remains at about 60,000. index of total industrial pro- 
duction remains high, in the region of 128 (1939=100). But 
this is due to the activity of the capital goods industries, in 
sharp contrast to the consumer goods industries, where the 
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indices of production fell from 124 in November, 1950, to 
112 in November, 1951.. Retail sales remain slack and the 
financial markets, as in the United States and Switzerland, 
have sagged noticeably since the end of January. 


On the other side, there is still no solution to the prob!em 
of financing Belgium’s exports to Europe. At the end of 
February the sum of the credits granted to the EPU since 
1950 reached 20 billion francs*, and Belgium’s surplus with 
the EPU during March looks as though it is going to be as 
high as the February surplus which was still running at 
2.4 billion francs. But this growing surplus cannot really 
be accounted for by genuine business conditions—which 
have, in fact, been eer rather by the 
uncertainty which still surrounds the monetary policies of 
certain European countries, It is estimated in Brussels that 
the Belgian surplus with Europe is inflated by about 4 billion 
francs simply because doubts about the pound and the franc 
are making British and French importers accelerate their 
payments, and Belgian importers delay theirs. On top of 
this, short-term flight capital from France alone amounts 
to at least 3 billion anes 


The slackening in economic activity at home does not 
seem to be leading the Belgian Government to a fundamental 
modification of ae restrictionist monetary policy which it 
has pursued since 1944. These restrictionist tendencies, 
indeed, have been encouraged by the measures taken in the 
Netherlands in February, 1951, and in Great Britain in the 
last few months, which have been interpreted as reinforcing 
the arguments in favour of an orthodox monetary policy. 
As the Belgians see it, an expansionist internal monetary 
policy would be all the more dangerous in Belgium since 
the financing of the surplus with the EPU is already a major 
source of inflationary pressure. During the second half of 
1951, the volume of money increased by 13 billion francs— 
that is by about 8 percent, The ians, therefore see the 
improved functioning of the EPU as essential for their 
economy and as the condition of maintaining their rearma- 


ment effort—as their delegation to Lisbon was at pains to 
point out. 


New Employment Policy 


On the other hand, the increase in unemployment is going 
to require some degree of economic expansion but it must 
be expansion without a direct inflationary effect. A new 
employment policy in process of preparation by the 
Ministry of Economic Affairs will contain the following 
elements: aid to new industries and new investments, in 
the form of state guarantees or tax relief ; the provision of 
work for the unemployed by the municipalities ; some sub- 
stantial new investment in the coal industry and communica- 
tions ; a dollar export-drive ; and increased investment in the 
under-developed regions. The increase in public expenditure 
made necessary by the rearmament effort and by an employ- 
ment policy on these lines would be financed not by a mone- 
tary expansion but by public borrowing and, eventually, by 
an increase ‘in indirect taxation, Indeed, the restriction of 
credit has become even more severe since March 23rd when 
it was decided to throw a large part of the cost of financing 
exports on to the private ¢ . Henceforth 25 per cent 
of the proceeds are to be blocked, thus relieving the strain 
on the Treausry and helping to reduce this source of infla- 
won. : 

The basic issue is whether these are peculiar 
to Belgium or whether they are need a general 
= char pean enemies 
to : i ( has once more that 
it is exceptionally vulnerable. It is more sensitive than all 
other European 
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solution is only: to be found in international. co-operation. 

The jar character of the 1950-boom which accom- 
panied the beginning of rearmament accelerated the demand 
in the investment industries; but the consumer goods 
industries, especially textiles, having flourished in the hot 
house conditions that have prevailed since 1950, are now 
feeling the cold in Belgium, in the Netherlands, in Great 
Britain, as they are in Australia and even in the United 
States. The rapid fall in the price of primary products, the 
large stocks built up both by consumers and retailers, and 
the difficulties of financing business, are all contributing to 
make these industries particularly vulnerable. 


Thus there is a real danger of an economic depression in 
certain industries in many countries, though world demand 
as a whole remains generally strong. What can be done about 
it ? Recent developments in currency restrictions and the 
return to bilateralism suggest that there are two points 
at which the weakness is being unnecessarily exaggerated 
and at which something might well be done to produce new 
strength. First, the effort to increase production and rearma- 
ment is badly distributed within the Atlantic community ; 
and, secondly, the means of international finance are 
insufficient to permit an optimum distribution of this effort 
between countries according to available productive capacity, 
The best solution from the Belgian point of view would be 
to prolong and reinforce the functions of the EPU through 
additional American aid. 

It is because these difficulties are for the moment felt 
most acutely in Belgium that Belgium is so much pre- 
occupied with a solution to the problems with which Nato 
in its wider and less military sense is concerned. The 
Belgians, in fact, are convinced that the success of Nato from 
the political and social point of view, and even from the 
point of view of rapid rearmament, will depend largely on 
its capacity to organise foreign exchange and to utilise to the 
full the industrial capacity of various countries. 


Black Year for Argentina 


[FROM A CORRESPONDENT] 


BotH before and after the Argentine elections of last 
November, Genetal Perén assured his people that the country 
had “no economic problems ”; and he maintained this 
blithe attitude until the end of January, despite storm warn- 
ings at home and abroad. Then the storm broke. A weekly 
meatless day was imposed on February rst ; the freezing of 
all prices was ordered on February 12th ; and on the 18th 


the President spent forty minutes at the microphone - 


announcing a “ policy of austerity.” Many Peronistas must 
now be wondering why this abrupt transition was necessary ; 
and the official press is having some difficulty in explaining 
away that part of General Perén’s speech which contained 
the ominous word “ sacrifices.” 


Much of the President’s new iption is surprisingly 
orthodox ie syle, hag: conieered ids ble atil rma 
ventures into the realms of economic surrealism. His 
" ic plan for 1952 ” comprises a national wage freeze, 
curtailment of iture on public works, drastic cuts in 
consumption, demands for greater production, higher 
savings, less waste, and bigger exports. Two meatless days 
each week are now the rule, and on one day of the week all 
cattle slaughtered must be reserved for export. Apparently 
to the nation had had 


five years-amounts to a tacit admission of the regime’s share 
in responsibility for the disaster. 


General _Perén’s call for more agricultural production is a 
welcome return to reality, for agriculture was the Cinderella 
of the recently concluded Five Year Plan. As a fresh incen- 
tive to growers, prices of grain—except maize, the price of 
which will probably be adjusted later—have again been 
raised by from 35 to 50 per cent. And immigration is to 
be restricted to people who “ without possibility of doubt ” 
will settle on farms, or to specialists. But it remains to be 
seen whether the farmers will greet the higher prices any less 
sceptically than last year or the year before, when increases 
granted early in the year were eaten up by mounting costs 
long before harvest time. 


Grain Production Falls 


Argentina’s economy has always been dependent on the 
products of its fruitful soil, and if sporadically affected by 
climatic and other reverses—droughts, locust plagues, even 
the vagaries of politicians—has always shown remarkable 
powers of regeneration. In the early part of the past century 
the country’s economic life was closely tied to the products 
of pastoral farming in its more primitive form, wool, hides 
and dried meat. As population increased and the railways 
opened up the fertile black-earth lands, arable farming came 
into its own and Argentina became one of the world’s great 
granaries, besides building up an immense export trade in 
meat and cattle. During the last war, however, grain exports 
were of necessity restricted, and at one time, as in the early 
thirties, surplus grain was being burnt in factory furnaces. 
On the other hand the war had a stimulating effect on meat 
exports and on cattle-breeding, and this continued after 
1945, with a diversion of arable land to pasture, and a ten- 
dency for forage to supplant non-forage grains. In the five 
prewar years roughly 66 per cent of the area sown to grain 
comprised non-forage crops ; in 1949-50 the percentage had 
fallen to about 49, while the total area sown to all grain crops 
had also fallen by 30 per cent. 


But the decline in grain production since the war is not due 
to the loss of markets alone. Government policy during 
the first years of General Perén’s rule denied the farmer 
any share in the golden harvest then being reaped by the 
State Trade Promotion Institute ((IAPI)), whilst at the 
same time it estranged many of Argentina’s former good 
customers by exorbitant price damands. Even today, the 
Argentine farmer is only receiving about one-third of the 
world price of wheat. And of ‘recent years Argentina has 
been hit by a succession of droughts. The 1949-50 summer 
drought, the most devastating in living memory, caused an 
almost total loss of the maize crop and seriously depleted 
cattle herds, although sheep were not so badly affected. 
This was followed by further dry spells culminating in another 
severe drought in the mid-1951 winter, prolonged into the 
current summer season. 


Ten Million Cattle Lost 


Cattle herds were estimated at 31.46 million head in 1942, 
the 1947 census figure was 42.26 million, and a ministerial 
statement put the 1949 total at 45 million. The extent of 
their subsequent decline is not known exactly, estimates of 
their present size varying from 35 million head to 2s low as 
27 million. The seriousness of the situation was pointed out 
by a Buenos Aires financial journal early in 1951, but it was 
not until late in the year that any official action was taken to 
restrict slaughterings and exports ; and about the same time 
General Perén discovered that Argentines habitually ate too 
much meat, and the p machine was turned on to 


preach the advantages of a diet. 

It has been suggested that land under cultivation in Argen- 
tina, at present about 58 million acres, could be extermded to 
about two and a half times that figure, at the cost of tilling 
lands. This would entail an enormous outlay, 
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and Argentina has not now the capital resources and under 
the present regime does not offer an attractive field for foreign 
investment. As regards beef, it is unlikely that Argentina will 
ever recover her position as a major. exporter, however 
temporary the present decline in cattle stocks may be. 
Domestic consumption has increased considerably, and may 
be expected to increase further as population rises. The 
population was 17,885,000 in 1951, and at its actual rate of 
increase should reach 21.5 million by 1959. Equally ominous 
for agricultural and pastoral farming, too, is the tendency for 
the arid dustbowl regions in the west of the republic to spread 
eastwards. 


but its potential danger should not be ignored. 


Prospects for Ex ports 


Prospects for exports of foodstuffs in the current year are 
depressing. Argentina has no export surplus of wheat ; 
linseed also suffered from the drought and available stocks 
will be low; maize possibilities are still somewhat of a 
mystery, but undoubtedly the crop suffered from the hot dry 
winds during January, and any estimates made before- that 
month must now be drastically revised. . Pig-breeding is 
closely linked to maize production, and stocks must by now 
be affected by the failure of the maize harvest two years ago. 
Prospects for beef are conjectural. It is hoped that the meat- 
less days will result in a saving of 250,000 tons in the year, 
but only if this saving is fully achieved can exports be main- 
tained at more or less last year’s level. However, about 
140,000 tons of mutton and lamb should be available for 
export, if, as is estimated, present flocks of sheep are still near 
the 1947 level of 50 million head, and the price of wool does 
not soar again. 


GRAtN SOWINGS IN ARGENTINA 
(Million Hectares) 


| 1935-40*| 1940-45*| 1949-50 |-1950-51 | 1951-52 
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Wheat... 7°55 -86 5-69 6-55 4-80 
Maize .....4 6-46 4-73 2-16 2°40 2-50 
Linseed..... 2-96 2-47 1-08 1-08 0-66 
Onte vse .oss | 1-44 1-82 1-23 1-31 1-21 
MYS. cur nees | 1-02 1-53 1-86 2-18 2-01 
Barley ..... 0-77 0-75 0-80 0-90 0-88 
Sunflower... | 0°30 1-02 { 1-49 1-61 2-00 
Total(7Crops) | 20.50 | 19-18 | 14.31 | 16-03 | 14-06 
* Annual average. 
ARGENTINE. MEAT AND Grain Exports 
(000 Metric Tons) 
Meat and Cereals and 

Meat Products Linseed* 

Annual average 1936-40. ..... “618 10,254 

Annual average 1941-45...... 659 _ 3,303 

DONG swee én Bakhes civ cnkexws 548 4,882 

PME vie Ckhian kn de Ceus cess 687 5,679 

he A ORE 508 5,689 

ESE ae Sea pa ee 497 3,611 

|, FR Pe Pee een 346 4,366 

RE ohc k bad whe s ech es enue: 278 3,455 

* Excluding by-products, ¢.g., wheat flour, linseed oil. 


+ Estimated. 


Sources: Anuario Estadistica and Sintesis Estadistica Mensual 
(except 195l+export figures). 


In the meantime the President has made his own renuncia- 
tory gesture by turning his salary over to the Treasury ; 
official cartoonists and slogan-writers work overtime at 
making the public austerity-minded, production-minded, 
savings-minded, and anti-saboteur-minded ; and bread is 
getting noticeably darker. If the reasons for putting the elec- 
tions forward from late February of this year to early 
November of last were not evident before, they are plain as 
any pikestaff now. - 


This tendency is not yet of major importance ; - 
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Cold War over Dutch 
New Guinea 
[FROM A CORRESPONDENT IN THE HAGUE] 


Tue latest conference on the future of Dutch New Guinea 
which began in The Hague on January 15th was temporar iy 
suspended a few weeks ago because of the Indonesian Cabine: 
crisis. For six years the Dutch and the Indonesians have been 
wrangling over this problem. Neither side has given way one 
inch, and a cold war has alternately waxed and waned accord- 
ing to political winds and government temperatures. 

Patient observation of this strange conflict makes one 
wonder why either the Netherlands or Indonesia wants this 
unattractive territory. Barely five per cent of its 132,000 
square miles has been explored, even by aerial survey ; i\s 
economic resources are largely a matter of guesswork or 
hope ; and of its estimated 1 million inhabitants not onc 
per cent is literate and less than one-third have been brought 
under. official administration. The territory has an annual 
deficit of about 25 million guilders ( y £2.5 million), 


and even preliminary exploitation of its known resources has 
been variously estimated to cost. from 30 million guilders 
(£3 million) to 100 million -guilders 
for at least ten years. : 
Why, then, this constitutional. battle which threatens to 
sever the last ties of political and economic co-operation 


to million) ‘a year 





claims it has a legal, 
scientific, international and moral right to -exercisc 
sovereignty over the area until the people are able to decide, 
democratically and freely, their own — future. Indo- 
nesia maintains that as western New Guinea was an integra! 
part of the former Dutch East Indies it should have been 
included in the territory over which the Dutch transferred 
sovereignty to the Indonesian republic in 1949. At the Round 
Table Conference in that year a dangerous and unstable 
compromise was eventually reached by maintaining the status 
quo of New Guinea until special negotiations between the 
two countries within a year determined the future status of 
the area. During most of this period each side reiterated its 
inflexible attitude. The Dutch put a new constitution for 
New Guinea into operation and the two countries formed a 
fact-finding commission to provide material for the proposed 
negotiations. Then, as the sands of the stipulated period 
were running out, a conference was hurriedly called in The 
Hague to consider the Commission’s report, But as the 
a a members had been unable to reac 
any form of. agre ‘or put forward amy practical pro- 
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special economic concessions and tees if sovereignty 
over New Guinea were transf even nominally. 
Dutch declined the bait on the grounds of moral duty, and 
in return offered to transfer sovereignty to the Netherlands- 
Indonesian Union, that well-intentioned but anaemic effort 
at co-operation which is at this moment on the operating 
table in The to see if it can be ttansformed into a 
bilateral treaty. 
was agreement that for the time being no form of solution 
was possible. 

Indonesia has now tried a new line of approach, or attack. 
Declaring that it was dissatisfied with the whole Netherlands- 
Indonesian Union, the government suggested a conference 
with the Dutch to discuss the advisability of i 
Union into a bilateral treaty. The Dutch agreed to talk 
things over, but when the Indonesian delegation arrived in 
The Hague last December, they sprung a surprise on the 
Dutch by brifging forward the New Guinea problem again. 
They suggested that if the Dutch agreed to transfer New 
Guinea, they would remove a great obstacle to co-operation 
and encourage Indonesia to be more accommodating in agree- 
ing to the new treaty relationship. 


But the Dutch remained adamant. They were prepared 
to continue talks on New Guinea, but made it clear they 
were determined not to relinquish sovereignty. Nor could 
they make the revision of the Union Statute conditional on 
agreement over New Guinea. Contrary to general expecta- 
tions, this firm Dutch attitude did not make the Indonesians 
pack their bags. In a sort of exploratory atmosphere dis- 
cussions were started and satisfactory progress made on the 
Union problem. It seems that the Indonesian delegates have 
been instructed to concentrate on this problem and appar- 
ently’ forget New Guinea for the time being. 

From this two possibilities emerge: either the Indonesian 
Government is convinced of the uselessness of trying to get 


e sole result of the 1950 Conference ‘ 


805 
sovereignty over New Guinea, or it feels the economic and 
political benefits of «treaty with the Durch in pace of 

nion will outweigh the admittedly doubtful benefits of 
possessing New Guinea. « Indonesia obviously does not want ~ 
to fall out with the Dutch. Many observers believe it ig ~ 
More anxious to receive co-operation from the Netherlands 
than from any other country. 


Signs of Change in Dutch Opinion 


Meanwhile in New Guinea the Dutch administration has 
got slowly to work. In these days of economic stress, with 
so many urgent calls for home defence, the Dutch admit 
ie have not the money to spare to get anywhere near 
fulfilling their self-chosen obligations towards this territory. 
It seems, indeed, they are almost afraid to count the cost, 
or, if they have done so, fear to tell the Dutch people just 
how much this generous interest in the Papuans will 
ultimately drag from the citizen’s purse. This side of the 
problem is, however, beginning to cause both interest and 
anxiety in Holland, especially as it is realised that the 
Netherlands will, sooner or later, have to give up New Guinea 
either to Indonesia or the local people, and thus get little 
material return for its present and future- philanthropy, 


There are also other indications of a slow but steady 
change in Dutch public opinion. Not only is the glamour 
of retaining a foothold in the Pacific beginning to dim under 
the shadow of the heavy financial cloud, but its effect on 
Dutch-Indonesian relations is also causing anxiety. The 
bulk of: the Dutch people are still against the immediate 
transfer of sovereignty, but there is a growing desire to find 
some way by which the faces of both countries can be 
saved. Even if an international court ruled in favour of the 
Dutch attitude, many Netherlanders feel it would not 
improve the position, Britain’s oil dispute with Persia is 
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Britain’s Great Chance as an Air Power 


© be a power at all Britain must be an air power. 


No air force can be strong without a world-fiying 
merchant air service to back it up, amy more than a navy could be 
strong without the backing of a merchant shipping fleet. The industry 
sustaining the air services naust be broadly based on world-wide saies, 


Thus, whether we consider rearmament alone, or 
the export trade to pay for it, or Britain’s status in the years ahead, it 
is vitally necessary to build up our air transport operation, production 
and exports. To build military aircraft alone is not enough. 


Aircraft exports rank high for priority with our 
other exportable products. This becomes doubly evident when we 
realise that we stand on the very threshold of the air age. The gas 
turbine is heralding a new and historic advance in the movement of 
loads into the air. With such aircraft as the Comet, Britain holds tie 
lead in turbine airliner development—our first opportunity of regaining 
— markets which we were forced to relinquish in the nineteen- 

ies. 


In many classes of merchandise we are mecting 
increasingly severe competition in the world markets. In the expanding 
field of civil aviation we are at present well placed—if we can produce, 


-To foster. a British response which will help us towards economic 


stability is in the interests of our allies as well as of ourscives. 
We are presented with what may be our unigue 
chance in history of firmly ishing our influence as an air-farmg 
To this great occasion would be 
disastrous as would have been the neglect of our maritime calli 
when Elizabeth I was queen. : 


DE HAVILLAND 








being quoted as an example of what poor consolation and 
profit there can be from juridical justification. 

Dutch socialists would prefer some international inter- 
vention, either in the form of combined mediation or multi- 
national responsibility. In this connection Australia’s great 
interest in the strategic value of New Guinea is fully noted, 
and although Australia has recently emphasised again its 
support of the Dutch in this matter, neither Australia nor 
the Netherlands seems too happy over the other’s attitude. 
Australia fears the Dutch will weaken; Holland wonders 
just how far Australia would translate its wishes into deeds 
if it came to a show-down. 


Can Indonesia Pull Its Weight? 


The Dutch Government has promised parliament not to 
make any change in the status of New Guinea without giving 
both Chambers an opportunity to debate it. And if it is 
just a question of complete and unconditional transfer of 
sovereignty, it is most unlikely that the required two-thirds 
majority of parliament would be obtained to sanction it. 
Many members of the major political parties fear that 
Indonesia will be clever enough to get nominal sovereignty, 
and then leave the Dutch to foot the bill and shoulder the 
blame if progress is slow. It is evident that the Indonesian 
Government is in such a difficult political, economic and 
administrative position that it could not spare more than a 
very nominal staff and budget for New Guinea for many 
years. This confinms the Dutch in their determination to 
“stay put” in the interests of the local people, unless 
Indonesia proves that it can pull its weight. 

But there is also a strong body of Dutch opinion that 
still refuses to listen to any transfer of sovereignty, inter- 
national intervention, or even international help in solving 
the problem. It will heed no argument, financial or other- 
wise, probably because it feels that as long as the Netherlands 
has New Guinea, the Dutch will have a right to representa- 
tion in the various South East Asia and Pacific organisations 
which in one way or another affect the extensive Dutch 
commercial interests in that region. 


On the Indonesian side the desire for a transfer of New 
Guinea is unabated, although the practical difficulties that 
would follow seem to be becoming increasingly plain. But 
for the present the Indonesians can take refuge behind the 
useful fact that there is to be a Dutch general election in 
June, followed certainly by a new government. So it is not 
to be expected that the outgoing government will at this 
stage make any important decisions. That is probably 
why the present Hague talks have not broken down over the 
supposedly vital New Guinea question, but are concen- 
trating on a settlement of the Union-or-treaty problem. 
There seems little doubt that the Union will go and that a 
reasonably satisfactory treaty will take its place. Both 
countries have many good bargaining points, and as both 
agree that a stultified or unwilling Union would kill future 
relationships, every effort is being made to draw up a treaty 
that will produce much more friendly co-operation than the 
Union has done. 


Europe’s Green Pool 


On Tuesday, there opened in Paris a preparatory meeting 
for a European conference to consider the integration of 

agriculture. It is attended with varying degrees of 
enthusiasm by all members of the Organisation for European 
Economic Co-operation, including Britain, with France and 
the Netherlands in the lead. 

The present meeting is preparatory in more than a formal 
sense. It has been called to consider no plan. It is an open 
question whether a supra-national body, an inter-govern- 
mental organisation or nothing at all will emerge ; whether 
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and how far any possible scheme would include the reduction 
of tariffs as well as of quantitative restrictions ; whether it 
should provide for a*central pool which would subsidise the 
inefficient producers ; whether there should be long-term and 
intra-European market guarantees for surplus produce. This 
is not because there are no plans. There are plenty: M. 
Pflimlin’s plan, M. Mansholt’s plan, not to mention the epic 
and unsuccessful attempts to create a customs union between 
Belgium and the Netherlands, and between France and Italy, 
which broke largely on the issue of tariffs. The 
truth is that all such plans have raised i difficulties 
and objections. The enthusiasts were forced to realise that 
there would be no conference unless it started from scratch. 
Thus the ostensible purpose of the Paris meeting is to decide 
the “ procedure, terms of reference and objective of a con- 
ference to be held later, on the unification of European ag:i- 
cultural markets.” ; 

The project is, perhaps, the most necessary and least hope- 
ful aspect of European integration. It is most necessary, 
because only through international (or rather supra-national) 
action can most European countries hope to make progress 
against the inefficiency and firmly vested interests of their 
agricultural producers. It is virtually hopeless, because the 
walls of protection’are higher, the effects of knocking them 
down more devastating, the structural difficulties greater than 
for any other sectors of European economies. 


This is not to say that some progress may not be made 
in several directions. There may be some adjustments of 
tariffs ; there may be some new intra-European marketing 
agreements. There is certainly scope for negotiation. But, 
unless Europe becomes politically more united than now 
seems likely, there can be nothing approximating to a single 
market for agricultural produce. In the first place, the 
political objections to an agricultural High Authority are very 
powerful. Of the eighteen countries attending the present 
meeting, only France, Western Germany, Belgium and the 
Netherlands would seri consider a supra-national body 
on the lines of the Schuman plan. For the protection of 
agricultural .communities has traditionally been the most 
lively issue in internal politics on the Continent ; and the 
surrender of sovereignty on such an jssue would amount to 
— suicide for practically every’ government except the 

tch. 


Britain’s Position 

In the second place, the protection of agricultural tariffs 
has been traditionally so complete that the dislocation which 
would follow from their removal—except in a very gradual 
form over many years—would be prohibitive. Even Britain, 
which has a shorter history of agricultural protection than any 
other European country, has so far insisted that continental 
agricultural produce on the liberalised list should be excluded 
during the periods when home output is at its peak. In the 
third place, there is already, in contrast to the coal-steel in- 
dustries, a problem of agricultural surpluses. New arrange- 
ments for the disposal of these, which would be an integral 
part of the green pool as envisaged by its sponsors, would 
work directly contrary to the reduction of tariffs and the 
attempt to create a single market. 


Thus, through no virtue of its own, Britain has a com- 
paratively easy hand to play. It could not deny that Common- 
wealth preference and its own domestic price-support policy 
would make it difficult for it to join any green pool. But it 
may never be faced with the ity of excusing itself. [0 
the meantime, it can fairly promise, as Mr Nutting did on 
ton 2 it is in favour of any scheme which would 
increase European production and reduce European prices, 
and that it will undertake to provide an expanding for 
European agricultural uce. For the initiative must in 
this case rest with the inent as being the worst offender. 
If the Continent reduces its. tariffs, then Great Britain must 
certainly follow. But so far, the question has not arisen. 
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THE BUSINESS WORLD 





Sterling since the Budget | 


HE short-range objective of the Budget, and 
especially of the simultaneous dramatic rise in Bank 
rate, was to arrest the speculative. pressure against 
sterling and to turn the short-run psychological factors to 
its advantage. The urgency of such stop-gap relief was 
starkly demonstrated by the ominously low level to which 
the gold and dollar reserve had fallen by the end of 
February and the frightening rate at which it was being 
encroached upon. Judged by this criterion of reviving 
confidence, how far are the Budget and the Bank rate 
proving effective? 


The first statistical measure will become available 
towards the end of next week, when the figures for the 
gold and dollar reserve at the end of March will be 
announced. Any verdict based on these figures will, how- 
ever, be inconclusive. They will not show any reflection 
of the fundamental effects that the Government expects 
to flow from the decisions announced on budget-day. 
The relief to Britain’s current balance of payments from 
the rise in money rates and the latest cut in non-sterling 
imports cannot begin to show itself for some time. In 
February gold was being lost at the rate of $66 million a 
week ; and although since then the effects of the earlier 
import cuts should have become more apparent, the 
Exchange Equalisation Account has had to transfer a 
further £18 million of gold to the European Payments 
Union for the February settlement. Whatever items may 
have come to the support of the gold and dollar account 
in March, it is unlikely that they will have fully offset 
both this loss and the momentum of the adverse pay- 
ments to the dollar world that was running so strongly 
in February. The figures for end-March are likely, 
therefore, to show a further reduction in the gold ard 
dollar reserve, though the rate of loss should have 
diminished appreciably as compared with that shown by 
the February figures. 


In this crucial phase of the battle for sterling, before 
the fundamental measures can show their full worth, 
res influences have however a great part to 
play. 
Britain’s advantage and kept so for the next few critical 
months it may hold the line and keep the gold reserve 
at the level adequate to meet the essential day-to-day 
working needs of the sterling area until the major 
forces are sufficiently mobilised to permit the indis- 
pensable forward movement. From this point of view 
there can be little doubt that the tactics of the British 
authorities have met with some success. Foreign opinion 
has undoubtedly been impressed by the rise in the Bank 
rate and, given the atmosphere thus created, has also 
been reassured by such decisions as the cut in the food 
subsidies and the concessions in direct taxation. These 
are moves that have made their impression abroad ; and 
there was, from the outset, ground for hoping that their 
hological effects might quickly be reflected in a 


psyc 
demand for sterling and in some consequent accretion 


of gold and dollars to the reserve. 


If the psychological factor can be turned to - 


The main reason for this hope lay in the existence of a 
substantial bear position in sterling. The size of that 
position cannot be accurately measured ; even in the best 
informed quarters in the City and Westminster, widely 
varying estimates of its magnitude are current. But the 
general drift in the months before the Budget was clearly 
apparent. Sterling was under suspicion, and in con- 
sequence every foreign trader having sterling payments 
to make was postponing those payments to the last pos- 
sible moment, raising sterling credits and using every 
other possible device for this purpose. On the other 
hand, everyone in the sterling area having foreign cur- 
rency payments to make was ing his needs as 
quickly as ible. In addition, there have been outright 
speculative forward sales of sterling and these have 
an immediate impact on the gold and dollar reserve. 
Past experience suggests that the swing of the semi- 
speculative, semi-commercial psychological pendulum 
from one extreme when sterling is being “ beared” to 
another when sterling is being “ bulled” may amount to 
as much as {£500 million—-not an implausible figure 
when it is realised that international trade financed in 
sterling amounts to over £10,000 million a year. On this 
assumption it might be.said that the short position in 
sterling, i.c., the extent to which the normal incidence of 
sterling payments and receipts had been shifted adversely 
by anticipatory exchange operations, might perhaps 
amount to £250 million. It might be hoped that the com- 
bined effect of the higher Bank rate and the Budget would 
rapidly reduce this short position and thus bring into the 
reserve the gold and dollars due from current trans- 
actions but not previously paid into it. : 

* 


So far these hopes of a major psychological swing do 
not appear to have been realised, although some bear 
covering has taken . Some weeks before budget- 
day the Bank of d imposed. various technical 
measures to promote this highly desirable objective, by 
putting severe restrictions on the credit 
facilities accorded by British banks to foreign customers. 
The term for such credits was brought down to a maxi- 
mum of go days ; all “ pre-finance ” or refinancing credits 
were forbidden ; and steps were taken to ensure that 
acceptance facilities were provided only for goods actually 
afloat. These technical measures have already begun to 


acceptance facilities, and i 
granted on the basis of the inordinately low discount rates 
that prevailed in London before the latest increase in 
these credits . its has inevitably 
ncrea rate and the 


Bank rate. 
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been modest, and limited to the virtually enforced 
response to the technical measures instituted by the Bank 
of England. It is not altogether surprising that the foreign 
trader should keep his short position in sterling open 
until he is compelled to close it. He stands to lose nothing 
by doing so, since there is no possibility, in ‘existing 
circumstances, of any appreciation of sterling beyond the 
official buying rate for dollars, $2.82 to the £. As long 
as there are fixed parities, these swings of speculative 
sentiment for and-against a currency must involve the 
grant of a one-way option to the operators concerned. 
They cannot lose, and may gain, by swimming with the 
prevailing tide. 

Nor is any scarcity of sterling in the near future likely 
to compel the foreign trader to cover his position. 
There is too much sterling in non-residents’ accounts— 
more than £3,500 million of it, of which such com- 
ponents as the total of over £100 million held on Japanese 
account is very unwillingly held, and is being pushed into 
international circulation by every conceivable device. In 
addition, sterling can be made automatically available to 
Europe to the tune of £450 million through the 
machinery of the European Payments Union. Britain 
has now almost exhausted its credit facilities and stands 
in debt to the Union to the amount of over £217 million. 
If the balance of payments in EPU swings in favour of 
Britain this will, in the first instance, involve a welcome 
recouping of gold previously lost ; but it will also involve 
an extension of sterling credit to EPU member countries 
on a gradually expanding scale. There are, therefore, 
well-filled cushions that must for a time soften the 
impact of any courageous policy to make sterling scarcer. 
There can be no early relief from that direction. 

Nevertheless, it is quite evident that a change for the 
better has occurred in the sterling position. The most 
telling evidence of it is the fact that during the past two 
weeks sterling has held itself not merely above $2.78, the 
Bank of *s. selling rate for dollars, but above the 
parity of $2.80. This is a reliable indication that the 
demand for and supply of dollars in the market have kept 
in balance without the aid of market purchases of dollars 
from the Bank of England at its official rate. The fact 
that the market rate has not yet risen to the Bank of 
England’s buying rate for dollars, namely $2.82, does not, 
however, necessarily signify that no dollars have gone 
back to the reserve via official purchase; on the open 
market. The authorities are normally big users of dol- 
lars ; and if their needs exceed the amount maintained 
as.a working balance with the New York Federal Reserve 
Bank, that balance must be reinforced by transferring 
gold or by buying dollars in the market. During the 
past two weeks it is quite certain that official needs for 
dollars have been satisfied by purchases in the market 
transferring gold, which on the basis of: cur- 
rent rates would have been the more expensive operation. 
It may be that.official purchases of dollars have exceeded 
current requirements and have gone to rebuild the British 
dollar balances in New. York or the gold held in reserve. 
But, if so, the net. gains must have been small. The 
indications of market turnover do not justify any more 
the oe United States gold reserves and 


week after ne Budget st Jeast—any substantial accretion | 
can have taken place in the British gold piercer 
ments in the gold and dollar reserve should depend not 
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only upon the psychological factors but increasingly upon 
the effects of the cuts on dollar imports decided upon by 
Britain and other sterling countries ; later on, the more 
positive measures, notably the effort to expand exports, 
should begin to exert their effects. It is reassuring to 
note that United States purchases of sterling area com- 
modities have been resumed on a larger scale than in 
1951, although satisfaction at this tendency should be 
qualified by the knowledge that part of the sales of such 
materials as tin have come from the British stocks that 
will later have to be replaced. The reserve should also 
benefit in the second quarter of the year from the larger 
sales of South African gold to Britain announced in this 
week’s South African budget—though here, too, the 
benefit is likely to be a non-recurring one. ‘There may 
also be some help to be gleaned from the International 
Monetary Fund if, following the new directives issued 
by its: managing director, Mr Rooth, that institution 
decides to raise the shutters that have denied facilities, 
for the past four years, to recipients of American aid. 


All these factors, reinforced by continued bear-cover- 
ing, may change the trend of gold movements during the 
second quarter of the year and cause the June 3oth figure 
—generally regarded as the crucial “hump” in the 
balance of payments crisis—to show some improvement 
on that for March 31st. The improvement cannot be 
massive unless the more fundamental measures provoke 
a rush to cover bear positions in sterling. It is unlikely 
that-Australia, despite its heroic though belated import 
Cuts, can be prevented from dipping heavily into the gold 
and dollar reserve in the months to come. India is likely 
to run a chronic and considerable dollar deficit, with sub- 
stantial dollar expenditure on foodstuffs as the only con- 
dition of avoiding famine. Ceylon, that traditional dollar- 
earner, has recently seen its dollar surplus vanishing. 


* 


The restoration of the gold reserve is also at the mercy 
of operations in cheap sterling. Their volume has been 
growing. A Dutch trader—to take a familiar example 
—buys a sterling commodity such as wool, pays for it 
in sterling obtained from his central bank, which ulti- 
mately finances its sale through the EPU compensation. 
The wool is then sold in the dollar markets and the dollar 
proceeds are used to purchase cheap sterling and thus 
reconstitute the original sterling position. The sequence 
of these transactions depends on one important link— 
the readiness of a resident in the Netherlands to exchange 
his sterling for dollars at the rate of say $2.45. It is 
through such transactions that the bulk of certain sterling 
commodities—including hemp, sisal, flax, and certain 
edible oils—are financed when sold to the United States. 
The dollar proceeds of these sales escape the reserves of 
the sterling area altogether. Furthermore, these com- 
modities are being sold to their ultimate buyers in the 
dollar markets at lower prices (since they are sold at 
$2.45 or. whatever the rate for transferable sterling may 
be) than those paid by competing British firms. This 


.market in cheap sterling has been growing.. One small 
but significant poiter is that there is a newly estab- 
‘lished exchange in Milan that specialises in the many 


varieties of sterling. Such sterling is being used not only 
for “ shunting ” commodities but also in settlement of 
shipping freights, insurance premiums and other items 


of “ invisible ” income, 


How can such dealings be stopped ? They will not be 





eS 
Ee: 
ie 
ae, 
cea 





810 


stopped by trying to plug the holes through which the 
cheap sterling goes out. The efficiency of exchange con- 
trol for an international-currency such as sterling depends 
partly on the co-operation of other central banks and on 
their willingness and capacity to establish in their 
countries systems of exchange control comparable with 
the British. To demand such controls would be asking 
for the impossible and for the unreasonable. 

The long term remedy is to make sterling so scarce 
that no foreign holder of sterling is prepared to exchange 
it for dollars at less than the official rate. But so long as 
sterling remains inconvertible it must be expected that 
some discount will establish itself on non-convertible 
sterling held on foreign account. Such sterling will, in 
effect, seek convertibility as it is doing now through 
commodity shunting and comparable transactions. Non- 
resident sterling is in fact convertible today, not at the 
official rates, but at the various rates that emerge from 
these arbitrage commodity deals. The true remedy for 


~ 


the present ills, therefore, is to make non-resident 
sterling convertible—to fortify the balance of payments 
and to create conditions in which the jump into true 
convertibility can be made without risk of disaster. This 
might require new arrangements with overseas holders 
of sterling balances ; it might require greater freedom 
for movements in exchange rates ; it would certainly call 
for a strengthening of the domestic measures already 
taken to make sterling a scarce and strong currency. But 
in envisaging this step it should be recognised that such 
sterling is a through cheap sterling 
transactions and that this is a convertibility from which 
the sterling area gets all the disadvantages and none of the 
benefits—all the odium of seeing sterling quoted at 
debased rates and none of the hard currency earnings 
that should by rights be accruing to the sterling area 
from which the commodities that are “shunted” are 
derived. No position could be less desirable or, in the 
long run, more untenable than the present. 


Reverses for Rubber 


N° primary commodity better illustrates than rubber 

the influence of American buying on prices and 
on the dollar earnings of the sterling area. In the short 
space of twelve months rubber has fallen by half from the 


wholly abnormal peak of 6s. a lb. to 2s. 95d., a level that . 


on all present prospects cannot be regarded as abnorm- 
ally low. Indeed, the prospects for rubber this year are 
dismaying. Consumption is falling, and a surplus of 
perhaps 250,000 tons of natural rubber may well occur. 
What happens to rubber this year depends on the 
answer to a dual question: will American buying for 
strategic stocks absorb the threatened surplus or will 
American policy allow an increase in the civilian con- 
sumption of natural rubber? Without help of one kind 
or the other, natural rubber and the economic condition 
of South East Asia are likely to suffer severely. 


At this moment, the usual statistical tests for rubber 
can easily mislead. The 1951 figures of world output— 
natural and synthetic—show a rise from 2,400,000 tons 
to 2,800,000 tons. In fact, the whole of last year’s in- 
crease in output was of synthetic rubber. Natural rubber 
output was scarcely changed at 1,862,500 tons in 1951, 
compared with 1,855,000 tons in the previous year, and 
the year’s total actually conceals a sharp fall in the second 
half of the year. Nothing could hold synthetic output ; it 
rose consistently throughout the year, reaching a total of 
908,300 tons—slightly above the wartime production 
record in 1944 and 80 per cent above the 1950 level. 
Some American forecasts suggest that the output of syn- 
thetic rubber throughout the world may reach a million 
tons this year, including a possible 10-15,000 tons from 
Germany, where production is starting again. 


All producing areas marketed less natural rubber 
during the second half of last year. This was a natural 
reaction to falling prices, and since rubber has dropped 
from 3s. 6d. to 2s. 94d. in the last three months, the fall 
in production must still be going on. The effect of price 
movements is most clearly visible in changes in small- 
holders’ production. For example, total production in 
Indonesia last year rose by 00,000 tons to 792,000 tons ; 


output from smallholdings increased by 58,000 tons.to | 


579,000 tons, and output from estates by 41,000 tons to 
213,000 tons. In the second half of the year, total output 
fell by 20 per cent, but whereas smallholders’ production 
fell sharply, estate output continued to increase. Total 
production in Malaya, affected by increased banditry, 
showed falls in estate output of 48,000 tons to 329,000 
tons, and in smallholder output of 41,000 tons to 277,000 
tons. ‘There was a slight improvement in estate output 
in the second half of the year, but smallholders’ output 
fell by 8 per cent. Stronger military measures might 
bring production in the areas affected virtually to a stand- 
still ; in any case, on present assumptions Malayan out- 
put is not put higher than $75,000 tons this year. 

Falling prices tend to increase the proportion of 
estate-grown rubber in total output. Roughly one 
quarter of world output consists of No. 1 grade rubber, 
and this comes almost entirely from the estates. Con- 
versely, almost all the “ off-grade”” rubber is produced 
on the smallholdings. A falling price cuts down 
the output of low grade rubber but has markedly less 
effect on the output of No. 1 grade rubber. This feature, 
already apparent in the later months of last year, is likely 
to be accentuated this year. 


* 


World consumption of natural rubber fell sharply 
last year from over 1.7 million tons to less than 14 million 
tons because the United States used much less. British 
consumption increased by 15,000 tons to 234,000 tons, 
and European consumption rose by 30,000 tons to 
380,000 tons. But consumption this year in both Britain 
and Europe is more likely to fall than to rise, if only 
because of the decline in motor car production. Net 
imports into Britain in 1951 amounted to 299,000 tons 
of which 65,000 tons went to government and private 
stocks. The government is now liquidating part of its 
stocks and industry will no doubt be inclined to reduce 
its own holdings. Net imports this year may not exceed 
225,000 tons, and France and Germany are also likely 
to reduce their imports. As Britain and Europe mainly 
use the better grades of rubber, such reductions in im- 
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ports may affect the price of No. 1 rubber. On the other 


hand Russia buys only No. 1 grade and its purchases this 
year are expected to increase to 100,000 tons, which is 
considered to be a normal civilian: requirement ; in 
1950 Russia took only 67,500 tons. - 


The United States is the largest single user of natural 
rubber and the cut in American consumption last year 
was the more painful for that reason. Indeed, the fall in 
consumption of natural rubber more than offset a sharp 
increase in the use of synthetic rubber ; total consump- 
tion’ of rubber of both types fell from 1,260,000 tons to 
1,21§,000 tons. Smaller production of motor-cars lead- 
ing in turn to reduced output of tyres (which account for 
about 70 per cent of civilian use of rubber) outweighed 
any increase in requirements for defence, apart from 
stockpiling. The United States Government imposed 
control on the civilian use of natural rubber at the end of 
1950. This policy was intended to release a maximum 
quantity of natural rubber for the stockpile and in fact 
it did ; indeed, some manufacturers last year did not take 
up the whole of the rubber which they were allowed. 
As a result, some 300,000 tons of natural rubber went 
into government stocks last year compared with 100,000 
tons in 1950, while commercial use of natural rubber fell 
from 720,000 tons in 1950 to 456,000 tons. Consump- 
tion of synthetic rubber Showed exactly the opposite 
movement, rising from 538,000 tons in 1950 to 759,050 
tons in 1951. A further increase is expected this year. 
A recent American trade estimate puts rubber consump- 
tion in the United States as high as 1,336,000 tons for 
this year. This figure may prove too high, for defence 
needs have recently been cut back. But its significance 
lies in its assumption that synthetic consumption will 
reach well over 850,000 tons, leaving a mere 465,000 
tons for-natural rubber. In fact, official allocations for 
the first three quarters of this year have been made 
at an annual rate of 475,000 tons. Fortunately for 
natural rubber producers, American imports of rubber 
may not be limited to this meagre total. The Adminis- 
tration has ised to continue to purchase rubber 
for the stockpile. but the stockpile has already reached 
its minimum limit of one million tons, and further 
purchases are unlikely to exceed 250,000 tons. Even 
if the whole of this amount were bought in 1952, imports 
of natural rubber this year would be a little below last 
year’s figure of 730,000 tons. 

* 


In the past the rubber market has been supported by 
American stockpiling. In future it can count on no more 
than limited support from that direction and it faces a 
serious threat from synthetic production. The United 
States Government is expanding synthetic output to the 
limit, ostensibly as a matter of defence policy, and the 
plants have been given priority for raw materials. In 
the first quarter of this year the American Government 
has issued licences for the export of 16,000 tons: of 
synthetic rubber. Such a policy is within its competence 
but the rest of the world might think it odd since 
natural rubber is not allowed freely to compete with 
synthetic rubber in the American market. But it is 


Important for producers of natural rubber to recognise 


what free competition now means. They cannot com- 
plain merely that American tyre manufacturers are 
forced to use a large of general purpose 


percentage 
synthetic ; they must also recognise that the American 
rubber manufacturers have acquired much skill in- 


sil 


using synthetic rubber and have learned to appreciate 
the advantages of a homogeneous producer. The United 
States was formerly one of the main markets for off- 
grade rubber ; in future it is likely to call for more 
No. 1 grade and to be less willing to pay dearly for it. 


If the United States in future takes less off-grade 
rubber, the consequences for South East Asia could be 
serious. During the past eighteen months, the American 
stockpiling authorities have been buying rubber without 
close regard to quality. Their previous policy of buying 
only top grade rubber, because it stored better, was aban- 
doned. But with the reaching of the minimum limit of 
the stockpile, the authorities have reverted to “top 
grades only.” This change of policy has depressed the 
price of rubber. The off-grade rubber in stock has to be 
turned over more frequently and is at present being sold 
spot. But No. 1 grade rubber can only be bought 
forward, except in small quantities ; as a result, rubber 
prices, particularly for lower qualities, have fallen 
sharply. Moreover, the American Government has re- 
duced the price of general purpose synthetic from 26 
cents a lb to 23 cents—and has thus widened the margin 
below the current price of 384 cents a Ib for natural 
rubber. 


These changes promise little relief from the pressures 


to which natural rubber is now subjected. Supplies of 
natural rubber this year are likely to exceed requirements 
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Malaya:— | U.S.A...... | 574,522 | 720,268 | 454,276 
Estates..... 400,815 | 376,745 | 328,789 
Smallholdings: 270,688 | 317,345 | 276,556 

Indonesia :-— | CS. cs | 184,255 | 219,668 | 234,234 
Estates .....! 167,990 | 171,405 | 212,779 | . 
Smallholdings 263,851 | 521,345 | 578,962 | 

Ceylon ...... 89,500 | 113,500 | 105,000 | USSR ....... | 105,000 | 82,500 | 67,500 

i } 
Others .:....., 297,256 | 354,660 | 360,414 | Others ..... | 573,723 | 682,564 | 738,990 
j Ronisnaten 
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U.S.A. :— USA ices 1 414,381 | 538,289 759,379 
GRe ky | 295,165 | 358,248 | 696,810 | Canada ..... 18,063 | 22,577 | 26,433 
Other .....| 98,524 | 117,936 | 148,345 | France...... 8,363 | 7,400; 9,250 

Canada*......| 46,642 | 58,440 | 62,293 | Germany....} 2,250 | 3,372 4,352 

Germaang a Sa 850 | U.K. sired 2,367 | 2,757 3,867 

Others ..... 4.656 5,605 | 11,719 
Toran <.... 440,331 | 534,624 (908,298 Torar ....| 450,000 | 580,000 | 815,000 


“Source: International Rubber Study Group. 








unless the United States adds the final instalment of 
250,000 tons to its stock. In that event, there may be a 
squeeze on the top grades later in the year. But the 
pressure of supplies will be felt by the lower grades, 
which means that the smallholder in South East Asia 
may suffer rather than the estates. This fact may prompt 
the United States Government to reconsider the present 
controls on the use of natural rubber. Assistance for 
its domestic synthetic rubber industry on grounds of 
defence would be a doubtful gain if it indirectly affected 
the economic and political stability of Malaya and 
Indonesia. 
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Business Notes — 


Counterpoint in Markets 


The dominant movements in stock markets this week 
have nearly all of them taken the form of some accentuation 
of tendencies that were beginning to show themselves in the 
second half of last week. The most noticeable general charac- 
teristic has been the re-emergence of an inverse relationship 
between prices of gilt-edged and of equities. Immediately 
after the budget, when the rise in Bank rate was by far the 
most potent influence, the whole market tended to move 
together—not only on the sharp downswing, but also on the 
first slight rally. Since the end of -last week, however, a 
notable strengthening of gilt-edged prices has combined with 
a further sagging of industrials and commodity shares. The 
equity markets were, of course, under the shadow of uncer- 
tainties about the effects of the new Excess Profits Levy— 
uncertainties that, to judge from Thursday’s confusion in the 
markets, are not likely to be quickly resolved by the terms 
of the Finance Bill. Apart from that, the main preoccupation 
of equity investors has been with the rising tempo of public 
discussion of the likely effects of “ recession” in consumer 
goods industries. Reflections on these themes drove the ordi- 
nary share index of The Financial Times down another 1.6 
points in the four business days to last Tuesday, when the 
index touched 105.5, less than 6 points above the nadir 
reached in 1949. It rallied by 0.5, however, on Wednesday. 
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In the gilt-edged market the dominant influence was quite 
evidently the continued firmness of sterling in the foreign 
exchange market, a firmness that has generated hopeful fore- 
casts—probably too hopeful ones—of the end-March state- 
ment on the gold reserves due to be issued shortly. On 
each day up to last Wednesday some gains were shown in 
the gilt-edged list ; the individual movements have been 
small, but over the week the whole range has been lifted 
slightly. In the irredeemables, the advance has not exceeded 
+ point, but the longer dated stocks showed gains ranging to 
1%. Even so, the smaller movements recorded among the 
short bonds were relatively more significant. The longest of 
the three 1} per cent Serial Funding stocks (1954), which 
had slumped to 964 on the day after the budget, rose in the 
week by } to 97g—-a movement that represents a decline in 
the gross redemption yield from £2 13s. 8d. to £2 11s. 10d. 


per cent. Over the same period the flat yield on 3} per cent 
War Loan fell by only 3d., to £4 11s. 7d., and that on Old 
Consols by rod., to £4 4s. 4d. per cent. The net effect, there- 
fore, has been to add a little to the spread in the spectrum of 
yields—a spread that has, of course, been drastically narroy ed 
since the steep rise in Bank rate. 

Market observers long accustomed to the distortions 
caused by cheap money policies are now finding it hard to 
recall the relationships appropriate in conditions of orthodox 
monetary discipline. task will be eased for those who 
have access to the well-known, ee ceed 
“ Gilt-edged Securities in the Twentieth Century.” The 
chart above adds the movements since the end of 1949 (up 
to the middle of this week) to the second half of a revealing 
diagram included in that invaluable source-book. 


* * * 


Alarm in Lancashire 


The House of Commons expressed its concern with 
Lancashire’s present trade recession in a discussion that lasted 
throughout Wednesday night. and Thursday morning 
Most of the speakers called for government action to relieve 
growing unemployment and short-time working in the in- 
dustry, and suggestions for assistance ranged from increascd 
government orders to a temporary lifting of the purchase tax 
on textiles. The industry’s difficulties are mot yet fully 
reflected either in the export returns or in the rate of cloth 
production, because short-time working on a significant scale 
did not begin until Christmas. By the beginning of March, 
twenty-eight mills, employing 6,390 workers, were closed 
down for the week, and output of yarn, including spun rayon 
and mixtures, came to just under 17 million pounds compared 
with nearly 22 million in the same week last year. 


This unemployment is the direct consequence of the fai! 
in world demand for textiles that became evident last summer; 
most members of the industry would now agree that they 
completely misjudged both its scope and its duration. Thic 
Korean war led to a wave of panic buying by consumers that 
ended as suddenly as it had begun, leaving retailers and 
wholesalers with heavy stocks, but leaving manufacturers 
with long order books that prevented them from feeling the 
effects of the rapid fall in demand until shortly before 
Christmas. In consequence, few attempts were made during 
this period to adjust prices, delivery schedules or styles to 
meet the arrival of a buyers’ market. This is true of the home 
market, which takes 70 per cent of the cotton industry’s pro- 
duction, as much as it is of the export markets ; it also affects 
the cotton industries of the United States and Japan, which 
were hit harder and earlier than Lancashire. , 

The scope for direct government action, given these cir- 
cumstances, is limited. The one positive step. announced by 
the President of the Board of Trade was the temporary wi'h- 
drawal of licences to import grey cloth for finishing in this 
country. This grey cloth represents about one-fifth of British 
cotton supplies, but as large stocks have been accumulatc, 
it is unlikely that much is still being imported. The effect of 
government defence orders upon employment is small. The 
combined requirements of the Army and Air Force during 
the rearmament period amount to only 160 million square 
yards of cotton cloth—the equivalent of ten per cent of 
Lancashire's output in a Pete nak 114 Solace, square 
yards of wool and flannel. Or for about half the cotton 
cloth, including 42} million square yards of canvas and 23: 






million square yards of drill, were placed abroad last yet 
because the British industry was working to full capacity and 
could not promise delivery. As late as November, British 


mills were still quoting delivery in 


in 1953 for some of the 
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cloths needed for defence : 
orders in the United States have been cancelled, but = of 
the cloth ordered abroad has arrived in this country. 


A few outstanding 


orders for wool cloth have gone to the British industry ; coe 
the exception of orders for 10 million blankets, the bulk of 
‘hem have already been placed. 

Attacks made by some speakers on the “ D ” scheme were 
not convincing, The tax-free limits tend, if anything, to 
favour cotten and rayon cloth rather than ‘other materials ; 
and the ending of price control, which enables traders to 
average the prices of old and new stock, is one of the surest 
ways of moving the high-priced stocks that are generally 
believed to be blocking the pipeline between the mills and 
the consumer, Retail sales in the past few weeks appear to 
have returned to their normal level, Retail stocks im January 
were down from 223 in November and 190 in December to 
the more reasonable figure of 178 (1947= 100), If the clear- 
ing of stocks has continued at this rate a revival of orders 
in the early summer might be in prospect. 


* * * 


Cuts in Rayon 


The plight of the cotton industry has dominated the dis- 
cussion of unemployment in the textile industries. But the 
decisions of Courtaulds and British Celanese to cut rayon 
output is a mo less painful matter, particularly after the 
stratagems to which rayon producers resorted last year to get 
enough sulphuric acid to maintain production. Rayon pro- 
duction recovered from 28.5 million pounds in December to 
34 million pounds in January, and production during 
February continued at the same rate. But Courtaulds have 
recently put three of the company’s factories on short-time 
working and is now expected to close down for two weeks 
during Easter. The big Spondon factory of British Celanese 
is tO introduce a.short-time rota, varying from one week in 
four to one in twelve in different parts of the plant. 


These measures which are in line with those introduced by 
the other rayon producers, have been introduced because of 
the rate. at which yarn stocks have accumulated. Although 
rayon could not expect to escape the general textile slump 
of last year, the state of the producers’ order books through- 
out 1951 held no threat of so sudden a reversal in demand. 
British rayon is still the cheapest of the textile fibres, and its 
prices are well below those of its foreign competitors. These 
prices, moreover, have been free from the violent fluctuations 
that have. disturbed the market for cotton textiles. Sales of 
rayon may have been affected by a swing in fashion in favour 
of cotton cloths that has resulted from the cotton industry’s 
energetic research into improved finishes. 


The decision to follow the example of the cotton mills and 
adopt the uneconomic expedient of short-time working to 
avoid dismissals suggest that the rayon producers do not 
expect the present setback to last. A speech made in Man- 
chester by the chairman of the Cotton Board early on 


Wednesday afternoon was also in marked contrast to those . 


made later in the day at Westminster. Sir Raymond Streat 


spoke of the need for the “ utmost realism” and “ realistic 
——- by which he en have meant ag in 
price profit margins, as necessary equipment for a 
trade revival. If a return to. normal rate of retail buying 
is clearing the stocks mesa tn in British warehouses it is 
reasonable to hope that same process may take place 


in some export markets, But so many countries now impose 
quotas on textile imports that the flow of foreign orders to 
British mills cannot again reach the levels of 1950 or 1951. 
thea elk Wik eeesenetse ale as Poe of 


these quotas more han inthe Past, the Bish 


confined to the 
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‘these arrangements is self-evident. 
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EPU Mark III 


The Council of Ministers of the «Organisation for 
European Economic Co-operation has this week begun its 
consideration of the report of the management board of the 
European Payments Union. EPU comes to the end of its 
second year of operation on June 30th. Whether to extend 
it for a third year and if so subject to what amendments, have 
been the ground for considerable discussion in Paris in recent 
weeks. The conclusions reached in this debate have now 
been summarised in the report that is the main item on the 
agenda of the Council of Ministers. The board of manage- 
ment of EPU is strongly in favour of continuing the system, 
it. points out that its disappearance would represent a 
serious setback for the twim causes of convertibility of 
currencies and liberalisation of trade. It goes on to point out 
that experience gathered over the life of EPU so far suggests 
certain flaws. The first of these is the inadequacy of the 
Union’s working capital, The Union was endowed at its start 
with US dollars made available by ECA to the amount of 
$350 million, The strain om these resources may be gauged 
from the fact that, since the beginning of EPU operations, 
the gold that has been paid out to creditor members amounts 
to-$638.9 million and the gold received from debtors to only 
$444.5. million. Had it not been for supplementary dollar 
receipts represented in the main by payments into EPU of 
direct dollar assistance given by the United States to certain 
member countries such as Turkey and Greece, familiarly 
known as “ the wards,” the cash reserve of EPU would by 
now be virtually exhausted. At the end of January it 
amounted to»$294 million. 


The board of management suggests that this working 
capital should be increased by $200 million in order to meet 
far greater fluctuations of payments than were originally con- 
templated. This increase can be provided only by further 
American assistance, though the problem of equilibrating 
gold receipts and payments could be eased by changing the 
sliding scale’on which debtor countries have to pay gold as 
they incur deficits with EPU. The board of management of 
EPU also stresses the need for a permanent solution to the 
problem of the persistent creditors such as Belgium, Italv, 
Portugal and Switzerland which are at or near the full extent 
of their quotas. At present, when a member country exceeds 
its quota, its relations with EPU are subject to special 
individual arrangements. The need for some unification of 
The report of the 
management board touches the real fundamentals of the 
problem when it calls for a greater harmonisation of the 
financial and economic policies of member countries. in 
their disharmony lies the main cause of the disequilibrium 
in balances of payments with which EPU has had to contend. 


* * * 


The Persistent Creditor 


Try as they will, the Belgian authorities are unable to 
abolish *t their payments surplus with other members of the 
European * Pa ts Union. For February that surplus 
amounted to $48.2 million. Of this, $20 million was taken in 
gold, in accordance with the special arrangements with EPU 
co the first quarter of 1952. These arrangements, 
made after Belgium had exhausted its EPU quota, provide 
that, for the first quarter, a maximum of $60 million of gold 
can be withdrawn by Belgium from EPU in respect of its 
surplus, Any excess of the Belgian surplus over this figure 
onus be granted to EPU in the form of an additional credit. 
The maximum gold that may be withdrawn for the second 
quarter of the year has been raised to $80 million. 

The. Belgian Government is redoubling its efforts to bring 
its surplus down to the dimensions of this gold ceiling. The 
feature of its me is the substantial increase 
in the proceeds subject to block- 


: ng. Ar th pat th Hoke to be operated on a dis- 
criminatory 


will apply only to exports to, 
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EPU countries.. But the rate of blocking will in future be 
adjusted to various types of exports. For such essential goods 
as steel, non-ferrous metals and cement, the rate goes up from 
the previous uniform figure of 5 per cent to 25 per cent. For 
fertilisers it rises to 20 per cent. For most chemical exports 
the rate becomes 10 per cent, while for textiles—now increas- 
ingly unsaleable—the rate remains at 5 per cent. Belgian 
exporters are being encouraged to invoice in dollars even 
when selling to EPU countries. If they succeed in getting 
payment in dollars, the proceeds of their exports will not be 
subject to blocking. The amounts that will be collected from 
the increased rates of blocking ar¢ expected to provide the 
approximate counterpart of the additional credits that 
Belgium will have to grant to EPU during the next six 
months, thus neutralising the inflationary effect of this exten- 
sion of external credit. Belgian exporters have, however, dis- 
covered that in many cases they can add the blocked portion 
of their export proceeds to the prices they charge to -the 
foreign buyer. The blocking provisions are, therefore, help- 
ing to improve the terms of trade of Belgium and thus to 
increase the very malady against which they are directed. 


* * * 


“ Super-Priority ” Defined 


Details of the new “ super-priority”” scheme published 
by the Ministry of Supply this week show that its scope has 
been greatly widened since the Prime Minister announced on 
March §th that special priority was to be given to the pro- 
duction of fighter aircraft. In its final form, “ super-priority ” 
applies to roughly one-sixth of all rearmament production. 
It covers bombers as well as the new fighters ; the Gannet 
aircraft for anti-submarine work; aircraft ammunition ; 
radar equipment; Centurion tanks; guided weapons and 
certain mine-sweeping plant. When the scheme is in operation 
the Minister of Supply will tell direct government con- 
tractors which orders rank for “ super-priority.” Contractors 
will then classify their orders to sub-contractors in the same 
way, and the sub-contractors will do the same with their 
orders for components or materials. Any order classified 
as “ super-priority ” must then take precedence over all other 
work, including other defence work or export orders. It is 


hoped that the dislocating effect on industry as a whole will, 


be slight because-these orders will not employ more than 24 
per cent of the metal-using industry’s capacity. 


There is much to be said for a scheme that introduces 
some order of priorities into arms production, provided-that 
the price of success is not a widespread interference with the 
expansion of defence production as a whole. The first orders 
placed for equipment may absorb capacity that could be 
better employed in making recently developed or more 
essential equipment. Competition between companies 
engaged in defence production for limited resources of labour, 
supplies and components is particularly apparent in the 
aircraft industry. The “ super-priority scheme is intended 
to speed up the rate at which new fighters and bonibers 
are put into production ; it covers all those aircraft ordered 
or about to be ordered in any quantity within the “last year. 
It appears to involve nine aircraft production lines and six 
or seven engine lines. Conceivably it may be found that the 
physical resources at the disposal of the aircraft industry are 
insufficient to give “super-priority” to so many producers 
at the same time. Specialised sub-contracting capacity is 
limited. Recruitment of labour in some districts is. almost 
at a standstill—though the further requirements for aircraft 
are now put no higher than 75,000 workers by early 1955. 
Deliveries of certain special machine tools are late ; only 
about 10 per cent of those ordered have been delivered 
whereas about a quarter of the more general tools are in 
position. The Ministry has also taken an evident risk in 
giving the same “ super-priority”” rating to all the aircraft 
powered by the Rolls-Royce Avon engine. Production of 
axial flow engines is going through a difficult development 
period, and it will be a considerable feat if the production 


THE ECONOMIST, March 29, 1952 


of Avon engines keeps in step with the output of the various 
airframes. ) Sa 

More ruthless classification of aircraft, giving perhaps , 
lower order of priority to some of the four Canberra lai 
might have inspired greater confidence in the promise of 
this scheme to give results. In some other directions such 
determination has been shown. The proposal to give aircraft 
ammunition “ super-priority ” over all other types should end 
a bottleneck that has recently developed in ammunition 
supplies. Priority for radar equipment may have similar 
results, But this is a scheme that will need to be closely 
watched to ensure that it gives results and at minimum cost 
in terms of less-eligible defence equipment and exports. 


. * * 


South Africa’s Budget 


South Africa is not one of the countries that has led the 
sterling area into economic crisis. It has merely trotted along 
somewhere near the tail of the procession. In the budget 
that he presented on Wednesday Mr Hayenga therefore felt 
it adequate to raise the Reserve Bank rate from 34 to 4 per 
cent and to aim at a neat balance in his budget, by accelerat- 
ing the collection of £12 million of income tax arrears and 
imposing £11 million of new taxes. The tax levied on indus- 
trial, commercial and base mining companies has been raised 
by 6d. in the £, that on diamond mines by ts. in the /, and 
the rebate on personal income tax (equivalent to tax allow- 
ances here) has been lowered ; excise duties on beer, cigar- 
ettes, soft drinks, sweets, films and domestic whisky have 
been raised and an increase in imports of whisky should 
increase the yield of customs duties. The only tax rebate goes 
to shareholders of private companies, which will now be 
taxed in the same way as public companies ; the previous 
system of apportioning their earnings among shareholders 
(and thus levying some super tax as well as income tax on 
them) was a badly constructed device to cure a rush of 
ingenious tax-dodging during the war. It should have been 
ended long ago. .The gold mines, which had expected some 
tax reliefs, will be disappointed with this budget. Mr 
Havenga chose to couch his usual references to the need for 
an increase in the dollar price of gold in the tones of a man 
impatiently urging on the inevitable instead of in those of 
an irritated special pleader. This probably represented a 
change in methods of diplomacy rather than in assumed 
prospects for. success, 


As had already been intimated, South Africa’s imports 
are to be cut by about £70 million to £400 million this year. 
This will not necessarily lead to a serious increase in domestic 
inflationary pressure since much of the cut will fall upon 
textiles with which South Africa is now gross!y overstocked. 
The main reason for the cut is that credit restrictions in 
Britain are likely to reduce the flow of capital with which the 
Union has hitherto bridged the persistent deficit in its post- 
war balance of payments. Earnings from wool exports are 
also likely to fall substantially, but this may be counteracted 
by increased exports of uranium (on which Mr Havenga 
sounded a soberly optimistic note) and, above all, of gold; 
three new gold mines are now in production, six more are 
expected to begin production in 1953 and thereafter produc- 
tion will start from two or three more each year. One corol- 
lary of the present situation is that this year’s import cuts 
may fall more heavily on Britain than the United States, but 
another—and more important from a national point of view 
—is that a greater proportion of the Union’s imports will be 
financed by gold and foreign exchange and less by sterling 
capital, In consequence, Britain may be able to earn more 
gold from South Africa this year even though it may sell 
less goods to it. To allow this to come to London at 
the time that it is most. heeded Reserve Bank is making 
an immediate advance sa'e of £10 million of gold to the 
Bank of England against sterling. Present political tensions 
should not obscure the fact that the Malan Government 5 


playing a notable part in the fight for sterling’s recovery. 
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IT BEGAN WITH THE CRUSADES 


We take some pride in our long history but the business in 
which we are engaged is older than we are. 

Eastern banking began in the 12th century when the Knights 
Templar, protecting the lines of communication which sus- 
tained the Crusades, devised a mechanism for exchanging 
currencies and transferring goods between Western Europe 
and the Asian Continent. ‘ This primitive but highly efficient 
banking service made possible a rapid expansion of the trade 
between the Eastern and Western worlds—a traffic which has 
been fittingly described as the foundation of all commerce. 
Nowadays travellers along the Asian trade routes and 
merchants and manufacturers engaged in the Eastern trade 
entrust their banking transactions to The Chartered Bank of 
India, Australia and China which maintains an extensive 
system of branches, under British management directed from 
London, throughout Southern and South-Eastern Asia and 
the Far East. 


THE CHARTERED BANK OF INDIA, 
AUSTRALIA AND CHINA 


(incorporated by Royal Charter, 1853) 


Head Office : 38 Bishopsgate, London, E. 

Wert Eat Canteen Branch : 28 Charles ll Street, nai S.Wd 
Manchester Branch: 52 Mosley Street, Manchester, 2 
Liverpool Branch : 27 sector Howse, Ne tees 2 
New York Agency: 


Branches of the Bank are er ee 
commercial importance Southern and South-Eastern 


Asia and the Far East. 
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RREDITKASSEN 


Christiania Bank og Kreditkasse 


Established 1848 
Every banking facility 
TELEGRAMS: KREDITKASSEN 


OSLO — NORWAY 


FACTS ABOUT AUSTRALIA 


OVER 


$8,000,000 


POPULATION 


During the last four years, Australia’s population 
has increased by 6}°% with a consequent expan- 
sion of primary and secondary industries, 
To prospective settlers and te companies which 
wish to establish themselves in Australia the 
Bank of New South Wales can give helpful 


advice. 


Ask your bankers to consult and use— 


BANK OF 
NEW SOUTH WALES 


ESTABLISHED 1817 HEAD. OFFICE, SYDNEY, AUSTRALIA 


: LONDON OFFICES: 29 Threadneedie Street, E.C.2 
and 47 Berkeley Square, W.1 ~ 


(ERCORPORATED 18 SEW SOUTH Wabes Wirn LimtreD LisstierT 


GBSIN2E 
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THE ORGANISATION OF 


HENRY GARDNER 
& CO. LTD. 


(CAPITAL AND RESERVES, £1,800,000) 


is associated with 


The British Metal Corporation ( Pakistan) Lid. 

The Cyprus Co., Ltd., Drew, Brown Ltd, (Canada), 
Sandilands Buttery & Co. Ltd. (Malaya), and C. Tennant Sons & Co., 
of New York, as well as with the associates of The British Metal 

Corporation Ltd., Australia, Canada, India and South Africa. 


The Group provides manufac- 
turers and producers of finished 
articles and raw commodities 


throughout the world. Expert 
knowledge in distribution and 
salesmanship is available 
through the various units of 


the Group. 


with an economical method of 
marketing their products 


2, METAL EXCHANGE BUILDINGS, LEADENHALL 
LONDON, E.C.3. 


AVENUE, 


TELEGRAMS : CABLES : 
Nonfermet Telex London Nonfermet London 
Branches at BIRMINGHAM, 


TELEPHONE ; 
MANsion House 4521 (10 lines) 
MANCHESTER and GLASGOW 


at Le NEWS 


POLL-AIDED COACH DESIGN 


Modern methods ensure streamlined services 





Realising that passengers are the 
best judges of rail services, French Conti : 
Railways organised in 1946, a The Continental trade fairs and 
passenger’s quiz to find out the sort exhibitions can help British enter- 
of things they liked. This inquiry — seeking new contacts abroad. 
revealed widespread preference for usiness men should study the 


BUSINESS OPPORTUNITIES 








many features consequently incor- 
porated i in the French railway system 
since the war. 

The coaches are roomy and tem- 
perature controlled, with comfort- 
ably upholstered seats. A special 
study concerned the ideal inclination 
of the back. Ali classes have head 
and elbow rests. Lightweight metal 
coaches with controlled ventilation 
give increased comfort and more 
coaches per train. 

Electrical signalling and track 
switching devices have largely super- 
seded the old manual methods, 
resulting in quicker and safer 
traffic handling. As the Manchester 
Guardian said in their January 15 
issue —* Travel . is improving 
every year. Great progress has 
been made in building a new railway 
system from: the ruins left- by the 
war; and what is more they make 
a fetish of running trains to time.’ 


THAT £25 LIMIT 

Your railway fare does not reduce 
your currency allowance so you 
are not restricted by distance. 
travel-wise folk can still have a 
modestly — holiday in France 
if they avoid the peak of the summer 
season or choose a place off the 
beaten track. 


following calendar of principal events 
—all of which are well served, in 
whole or part, by French Railways, 
who offer special concessions to ex- 
hibitors and buyers. Details from 
French Railways Ltd., Freight 
Dept:, Room Pa Victoria Station, 
London, $.W.1. 

APRIL Milan Samples Fair — 
April 12 -— 29. Lyons Fair — 
April 19-28. Basle, Swiss Industries 
Fair—April 19-29. Turin. Motor 
Show— April 23—May 4.MAY Bologna 
Exhibition of Electrical Appliances 
~-May 13-27. Paris international Fair 
~—May 17-June 2. Lucerne Photo- 


graphic bition—May 15~Ful 3%. 
Frankfurt, Achema Chemical 


bition — May 18-25. JUNE Milan 
Traffic and Safety bition — June 
1-30. Padua Samples Fair——fune 7-22. 
Bordeaux Fair— une 8-23. Barcelona 


Samples Fair—June 10-230 
Casabianca Fair—June 14-20. Lille 
FPair—June 14-29. Trieste Fair— 


June 29~-Fuly 13. 

FREE BOOKLET—a Feast of Colour 
ag exquisitely colour-printed 

booklet, “France”, is available free on 

application to French Railways Ltd. 

Write today, a postcard will do. 

Information, tickets and reservations 

om any good Travel Agent or— 


FRENCH RAILWAYS 
LIMITED 
179 Piccadilly, London W.1 





C¥S-60 





| 
| 
| 
| 
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Heads... 


i 
... a New South Wales town that grows pineapples? Perhaps not, but 


i} is one of many comparatively unknown places which together 
form the Australian market. Tweed Heads has something particularly 
. ..other than a branch of the Commonwealth Bank, that is, 
Its social and economic conditions are individual, And so are those 
of all the other towns and cities throughout Australia which the 
Commonwealth Bank knows as intimately as it knows Tweed Heads. 
This detailed yet nationwide knowledge is essential to British busines: 


its own . 


houses viewing the Australian market from 12,000 miles away. 
It can be easily obtained from our Financial Information Service at 
Australia House which will be glad to assist you in every possible way. 


The Commonwealth Bank B’Uty"Ee Australia 





COMMONWEALTH BANK OP AUSTRALIA - 
8 Old Jewry, London, E.C.2. 


COMMONWEALTH GAVINGS BANK OF AUSTRALIA 
And at Australia House, Strand, W.C.2. 


CREDIT 
LYONNAIS 


{Limited Liability Company (ncorporated in France 


40, LOMBARD ST., 





LONDON 
OFFICE: 


E.C.3 


WEST END BRANCH: 
25/27, CHARLES If STREET, HAYMARKET, S.W.! 


(Private Safes for rental at this Office) 


TRAVELLERS’ CHEQUES ISSUED IN FRENCH 

FRANCS PAYABLE AT ALL BRANCHES OF 

THE BANK IN FRANCE AND THE FRENCH 
FRANC AREA. 


—<eecerdplnmetansinsetinnipatinceimintinee 


OVER 1,300 BRANCHES IN FRANCE 
33 BRANCHES IN ALGERIA, TUNISIA & MOROCCO 


Also at ABIDJAN, ALEXANDRIA, ANTWERP, BARCELONA, 
BRUSSELS, CAIRO, CONAKRY (French Guinea). DAKAR, DUALA 
AND YAOUNDE (Cameroons). GENEVA, GHENT, LUXEMBURG 
MADRID MONTE CARLO. PORT SAID AND’ SARREBRUCK 


Representative in Frankfort-on-Main. 
SUBSIDIARIES 
IN BRAZIL: 
BANCO FRANCES E BRASILEIRO S.A., 
RIO DE JANEIRO, SANTOS AND SAO PAULO. 


IN LEBANON: 
BANQUE G. TRAD (CREDIT LYONNAIS) S. A. L. BEIRUT 
IN PORTUGAL : 
CREDIT FRANCO-PORTUGAIS: LISBON AND OPORTO. 
Correspondents in all parts of the World. 


EVERY CLASS OF BANKING BUSINESS 
THROUGHOUT THt WORLD 














THE ECONOMIST, March 29, 1952 


Chartered Accountants on Taxation 


Of all the evidence submitted to the Royal Commission 
on Taxation, none is more clear and comprehensive than the 
memorandum of the Institute of Chartered Accountants. 
It provides a valuable exposition of the present system of 
taxation on individuals and companies and offers a well- 
argued series of submissions for desirable changes. It rejects 
on grounds of definition and of equity the proposition (which 
on the statement of the former Chancellor is within the ambit 
of the Royal Commission’s terms of reference) that capital 
profits should be brought under tax. It reviews at length 
the rules governing deductions for expenses, drawing the 
familiar contrasts between the rules affecting Schedule D 
and Schedule E incomes and proposing reasonable alleviation 
in the latter case. The memorandum argues for a greater 
number of reduced rates of income tax to make the progres- 
sion towards the standard rate more smooth—a point which 
the Chancellor has in some measure taken in his budget ; it 
also claims that the level of income on which earned income 
relief is granted should be raised (the budget, by a mere 
arithmetical adjustment, has conceded this principle to the 
meagre extent of £25) and that surtax on earned income 
should be charged at a lower rate than on unearned income. 


If the sections on rising price levels still exhibit great 
caution, they suggest at least some modification of emphasis 
compared with the Council’s previously declared views. The 
memorandum summarises the suggestions that have been 
made, such as additional charges against profits to meet 
higher costs of replacement, and the revision of asset values 
to current price levels. It admits the need for some measure 
of relief from taxation of retained profits, but it also admits 
that in practice relief might have to be related to actual 
expenditure on fixed assets. This cannot -be done, at present, 
through initial allowances, for the former Chancellor of the 
Exchequer killed the Tucker Committee proposals on this 
point almost as soon as they appeared ; and there are many 
others apart from the Council who “would not urge the 
reintroduction of initial allowances ”’—particularly on the 
lines advocated in the Tucker report. Arguments on grounds 
of complexity are put forward against adjusting replacement 
allowances to current prices. The Council does, how- 
ever, give its approval to the “ renewals method ” for repiace- 
ment of fixed assets. This is already available to the tax- 
payer, and was formerly widely employed by railway com- 
panies in this country. It has its limitations in cases where 
plant is not renewed save at long intervals and then often 
enough by new equipment of a somewhat different character 
from the old. Whether this goes sufficiently far to satisfy 
those who argue for relief based on current replacement costs 
is questionable. But there will be general approval for the 
terse submission that “the profits tax should be abolished 
and at the same time all liability to the future withdrawal of 
non-distribution relief should be cancelled.” Here, at any 


| rate, all accountants and all industrialists will be in common 


accord, 
* . * 


February Trade 


The trade figures for February show a fall in the value 
of exports of £22 million to £228 million, largely because 
of the shorter month ; the daily rate of exports was more 
or less maintained at the January level. Imports, however, 
fell more sharply by £60 million on the month to £297 
million, the lowest total recorded for a°year. Re-exports rose 


} by £2 million to £16 million, so that the excess of imports 


(valued c.if.) over total exports (valued f.0.b.) amounted to 
no more than £53 million, thé. lowest visible deficit for any 
month since the end of 1950. 


So far as they go, the export figures for January and 
February are favourable ; the total is £506 million or £100 
million more than the first two mo of last year. But 
these figures (as conceivably those for March will be when 


$17 


they appear) are as yet unaffected by cuts in imports imposed 
by Commonwealth countries. The metal-using industries 
again showed the biggest increase over a year ago, maintain- 
ing the high rate recorded in January. Exports of vehicles | 
were {10 million larger than in February, 1951, though 
they were lower than in January ; shipments of cars and 
chassis dropped from 37,926 in January to 29,216, and the 
decline was evenly spread over most markets. Machinery 
exports were {12 million larger than in February, 1951, and 
only slightly below the January level. Iron and steel manu- 
factures were £14 million above the February total of last 
year. Textiles are still a black spot. Exports were £500,000 
less than in February, 1951 ; the decline of £3 million in 
wool manufactures more than offsets the increases in cotton 
goods and other textiles. The most striking feature among 
re-exports was the shipment of 7,500 tons of Malayan rubber 
valued at {2 million to the United States ; this shipment 
represents part of the sale of rubber from British stocks. 


Smaller imports in February apparently show the first 
fruits of the Chancellor’s cuts. Food imports show only a 
slight decline on the month, but they cost much more than a 
year ago, chiefly because of larger quantities of wheat and 
maize bought at higher prices. Raw material imports were 
£37 million smaller than in January and only {9 million 
larger than in February, 1951. Arrivals of coal, cotton, wool, 
hides and skins and rubber were all down on last year, 
reflecting both lower prices and smaller quantities. 


* * * 


Terms of Trade Improve 


In February the terms of trade again moved in favour 
of this country. A favourable movement, which first 
appeared last summer, means that imports have become 
cheaper in relation to exports and it is on the continuation 
of this movement throughout the year that Mr Butler is 
counting so heavily in his policy for restoring the external 
balance of payments. In December and January it seemed 
for a time that such calculations might be too optimistic, for 
during those two months the terms of trade moved slightly 
against this country. The February figures revive the hope 
that the improvement may be more persistent. 


The improvement in February was entirely due to the 
slight increase in export prices. The Board of Trade’s index 
of export prices (1951 = 100), which had fallen back to 105 
at the end of last year, rose to 106 in February. The 


Unitep Kincpom Import AND Export Priczs 
Index Numbers, 1951 =—100 
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Articles wholly or Term: 
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< Gea 103 | 104 | 101 | 106 | 108 | ee 








: Source : Board of Trade. 
* Ratio of import prices to export prices. A rise indicates an adverse movement. 


lower prices for textiles were offset by higher prices for 
metals and eens products and for other manufactures. 
Import prices have, in fact, remained steady since November, 
the slight rise in food prices at the end of 1951 being offset 
by reduced prices for raw materials and manufactured goods. 


- Between January and February slighty remained 
tly. 


unchanged, but raw materials increased sli 
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Buying Experience in Big Aircraft : 
Now that the Air Ministry has decided against using the 
Princess flying boats as troop transports, only the first of 
them is likely to be completed. The Minister of Supply 
announced in the House of Commons last week that all work 
on the second and third hulls, as well as on the second 
Brabazon airliner, has been suspended at an estimated saving 
of £2 million in the coming financial year. A report of the 
Comptroller and the Auditor General since published shows 
how expenditure on the two projects has increased since 
the end of the war. In 1944, when work started on the 
Brabazon airliner, the estimated cost of building two proto- 
types and their hangars and runways was put at £8 million. 
The final bill for the runways and buildings came to £6 
million instead of the original figure of £3.4 million and 
by March, 1951, more than £4 million had been spent on 
building the aircraft. The total cost of completing the two 
Brabazons now would exceed £14 million. Three Princess 
flying boats were ordered in 1946 for the South American 
services at a combined cost then put at {2.8 million; four 
years later the estimate had risen to £10.8 million. If the 
five aircraft were ever to be completed their cost would 
exceed {25 million, of which much has already been spent. 


Sir Frank Tribe’s report does not cite any departmental 
explanation why estimated costs should have more than 
doubled in a few years ; delays in completing the projects 
must account for much of the increase. Unexpected diffi- 
culties in developing the turbo-prop Proteus engines held 
up work on the airframes, but a sense of urgency needed to 
push these projects ahead seems to have been absent. Had 
there been a prospect of either the Brabazon or the Princess 
going into service on May 2nd instead of the de Havilland 
Comet, the airlines might have shown more interest in them. 
There is an ironic lesson in the fact that the second Brabazon 
will be stored in a corner of the huge Bristol hangar while 
work goes ahead in the assembly shops on the smaller and 
promising Britannia airliner. The first Princess flying boat 
will be completed and flown experimentally. The cost 
may be justified by the experience of designing, building, 
and gaining experience with big aircraft. But no one would 
deny that it has been heavy, and in the nature of the experi- 
ment difficult to control and too slow to give really valuable 
results. 


The Latin American Market 


The twenty republics of Latin America stand high on 
the list of the non-sterling countries where British trade 
lagged badly last year and where improvement this year must 
be both rapid and marked if British solvency is to be restored. 
Unfortunately, a great opportunity was missed last year 
when, despite high local spending generated by the 1950 
commodity boom, the volume of British exports to Latin 
America was 10 per cent lower than in 1950, arid thus only 
at about the same level as in 1949. British imports from 
Latin America, on the other hand, were 14 per cent higher 
by volume in 1951, and no less than 81 per cent higher 
by value than in 1949 ; in consequence Britain’s adverse 
balance of trade with this area rose from £48 million in 
1949 to £171 million in 1951. 


The latest issue of the Fortnightly Review of the Bank 
of London and South America includes a valuable series 
of charts and statistics that illustrate the fluctuations of Latin 
American inflation and demand for imports. In the republics 
of the south, especially Argentina and Brazil, the prospect 
does not seem very bright. Some of these countries show 
high earnings of foreign exchange when commodity prices 


are at their peak, but they use this exchange for imports . 


of capital goods for their industrialisation programmes ; 
British textiles may have lost much of their old market here 
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for ever. When commodity prices turn downwards, these 


countries resort to more and more stringent import controls ; 
these in turn reduce customs receipts, drive the local budgets 
into deficit, and add fuel to the fires of inflation, further 
restrictions and, eventually, currency depreciation. The best 
prospect for British exporters, as the Bank of London’s 
chairman,- Mr Francis Glyn, pointed out recenily, 
may lie in the markets to the north’ of the sub-continent. 
In Venezuela, Ecuador, El Salvador, Guatemala and 
Nicaragua there is no exchange control worthy of mention— 
but in some of these countries (and also in Colombia, which 
does prohibit imports of some consumer goods) retail she’ ves 
are now full and demand shows signs of flagging. 

Any new British export drive to these markets must 
therefore be both determined and selective. It must recog- 
nise, as Mr Glyn pointed out, that Latin American import 
requirements “are changing more and more from the con- 
sumption goods of the past to industrial and agricultural 
machinery, transport equipment, and many other types of 
heavy capital goods, chemical and fuel.” At the moment 
British goods are competitive in price with American goods 
in these markets—though not necessarily with those of Japan 
and of a Western Germany whose exports to Latin America . 
have been increasing by leaps and bounds. “But in sales 
technique, knowledge of the market, servicing, supply of 
spares, adapting designs and materials to the needs of the 
market, eagerness to sell and delivery dates,” reported Mr 
Glyn, “we are continually being told that we are behind 
the United States.” These easy-going failings are at once 
the fruit of six years of domestic and sterling area sellers’ 
markets, and one of the explanations of recurrent crisis. 


* * * 


Long-term Contract for Tin . 


The United States has signed a three-year contract 
with Indonesia for 18,000 tons of tin a year. This agreement 
may mark an important move in American commercial 
policy. For the first two years the price has been fixed at 
$1.18 a lb (equivalent to £965 a ton in London) which is 
the same as that agréed with Britain for the recent bulk sale 
of 20,000 tons. The price for the third year will be 
negotiated later. The contract contains the usual under- 
taking that if the United States agrees to pay a higher price 
to any other supplier before next March the Indonesian price 
will be adjusted accordingly. Indonesia has the option to 
offer a further 2,000 tons of tin a year at the agreed price. 


This agreement will no doubt encourage all those who 
believe that the sterling area’s dollar troubles can be cured if 
the United States can be persuaded to buy the primary 
materials it uses regularly and over a period of years. In the 
past a long-term contract in American terms meant an 
agreement for twelve months. In international conferences 
American delegates often that: it. was politically 
difficult to commit the United States for any longer period. 
That attitude will now presumably be discarded and conceiv- 
ably the United States will come to play a leading role in 
international conferences for those commodities whic! it 
buys, in the same way that it has always co-operated in 
conferences concerned withthe commodities that it sells. 

The new tin agreement means that the United States has 
contracted to buy this, year nearly a of the world’s 
output at $1.18 a lb.—20,000 tons of tin from the 
United Kingdom and 18,000 tons from Indonesia. {his 
price should thus set a floor to the tin market for the next 


th g Of the year have Deen nearer £1,000 * 
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Contrasts in Copper and Lead 


The allocations of copper for the second quarter made 
by the International Materials Conference are to be cut. 
World production has not imcreased as expected and the 
quotas for the first quarter proved to be too generous. A 
-oal shortage is recurring in Rhodesia and the output at 
Mufulira is “considerably below normal.” These reports 
will no dowbt put an end to the belief, hitherto based on 
\merica’s smaller ge ag ts for defence, that the copper 
hortage is passing. fact, copper, nickel and molybdenum 
remain the scatcest of non-ferrous metals. 

Lead provides a sharp contrast. Supplies in the United 
S:ates and Britain are ample and both countries have now 
formally ended restrictions on use. British consumption has 
been so low that, following the sale of 30,000 tons to America 
in February, another 23,000 tons have been sold during the 
past fortnight. Together, these two parcels of lead will earn 
$22 million and bring the total sum realised from sales of 
tin, rubber and lead to about. $100 million. By the end 
of January, stocks of lead held by the Ministry of Materials 
increased to over 68,000 tons. Part of the increase was due 
to abnormally large imports under contracts placed by the 
Ministry during the worst period of the shortage last year— 
and these shipments will continue for a time. On the other 
hand, consumption in January. was only 11,800 tons, com- 
pared with 16,300 tons twelve months earlier and a monthly 
average of 13,600 tons over the whole of last year. February 
consumption was also small and manufacturers may have 
been delaying purchases in the hope that the Ministry might 
reduce its price. 

The Ministry has now done this. Two days after the 
announcement about the sale of lead to the United States 
it reduced its selling price from {170 to £163 a ton, which, 
incidentally, is still above the current continental level of 
{155 a ton. World prices of lead have been falling for some 
time, but the Ministry’s price has not kept pace, and already 
British manufacturers are finding themselves at a disadvan- 
tage with continental competitors. 


* * * 


Higher Bank Salaries 


The big clearing banks have now completed the long- 
expected revisions of their salary scales. Up to now the young 
bank clerk of 16 or 17 has received a basic salary of between 
£135 and £150 a year ; this. has risen to between £475 and 
{500 a yeat at the age of 32, with increases thereafter related 
to the degree of responsibility assumed. In addition, the 
banks have paid a cost of living bonus, which seems to have 
been rising sufficiently fast in the last three years to effect 
some increase in his real income—compared with 1946, 
though not with 1938. By the end of last year this bonus 
amounted to 274 per cent of basic salary. The method of 
salary revision now chosen by most of the banks has been to 
consolidate 174 per cent of this bonus into basic salaries, and 
to add a bit of “ sugar ” besides. The average bank clerk can 
now expect a salary of £170 a year at 16, and (in the case of 
male clerks) of £600 at 32, plus a variable cost of living bonus 
now at 10 per cent of this new salary. Pensions and “large 
town allowances ” have also been ‘increased (London allow- 
ances are up to about £50 a year), but the advantages of the 
new scale seem to taper off slightly for those in the higher 
executive posts. , 

The exception to this general pattern is Lloyds Bank, which 
announced at the end of last year that it was pioneering a new 
method of salary incentives. Its new salary scale for male 
Clerks goes from £150 at 16 to £650 at 39, plus a variable 
cost of living bonus now at 25 per cent of basic salary ; when 
Pensions contributions are taken into account, this is not very 
different from the new scale of remuneration in the other 
banks. But the distinctive feature of the Lloyds scheme is 
‘nat clerks who have been with the bank for three years, 
who are aged 24 or over, and who are regar e 
managers, will be elevated to one or of two higher 


ce 


as potential 
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grades, one of which reaches {600 a year at the age of 28 
and the other at 31. These scales are better than many univer- 
sity graduates can expect in teaching and some other profes- 
sions, and they seem to be clearly designed to attract univer- 

i i proportion of the best 


ing an ever more complex business, this is 
clearly a desirable trend for the future. It remains to be 
seen how it, and the method of salary revisions chosen by the 
other banks (where promotion, of course, also depends upon 
merit), will fit in with the staffing traditions of the past. 


* aa * 
Safety of Welded Ships 


Two of the advantages of welding in shipbuilding are 
to make full use of prefabrication and to speed up output. 
These arguments justified the extensive resort to welded 
construction for the vast shipbuilding programme of the 
United States during the war. The policy was justified by 
urgency, but it carried risks. Welded shipbuilding had not 
beer! fully developed, and large numbers of part-skilled 
workers had to be recruited. As early as 1943 several welded 
ships fractured, some in port and others in fair weather 
conditions. The American Bureau of Shipping immediately 
investigated these defects and steps were taken to remedy 
them in all vessels in service. In June, 1943, the Admiralty 
Ship Welding Committee was set up on this side of the 
Atlantic. It was found that defects might be caused by 
unsound workmanship, unsuitable steel, or possibly by the 
injudicious distribution of cargo and ballast in the ship, and 
steps were taken to avoid these risks. Lloyd’s Register rules 
for welded ship construction govern the materials used and 
the standard of workmanship in welding and also in fabrica- 
tion and assembly. In addition, guidance is given to ship- 
owners on the most suitable methods of loading to minimise 
longitudinal hull stresses in severe weather. 

The structural failures which occurred during the heavy 
winter weather experienced in February naturally aroused 
some anxiety about the reliability of welded ships, particularly 
as sO many shipyards since the war have been completely 
reorganised and re-equipped for welding. Lloyd's Register 
of Shipping, therefore, has issued a statement asserting its 
complete agreement with the findings of the Admiralty Ship 
Welding committee that “ welding as a process for building 
ships has been entirely vindicated” and that “given sound 
design, good workmanship and tough steel, the reiiability of 
welded ships is beyond question.” It points out that the 
recent failures occurred entirely among war-built ships, and 
the few failures must be related to the large number of 
more than 3,000 ships in this class. No major failures have 
occurred so far in welded ships built since the end of the 
war. Marine underwriters, it is fair to note, have shown no 
discrimination against welded ships, and treat a claim 
through failure of a welded structure in the same way as 
any casualty through stranding, fire or the like. Individual 
shipowners.may have their own views as to the relative merits 
of welding and riveting, but these views are formed after 
consideration of cargo carrying capacity, speed, cost of build- 
ing and repair, fuel consumption, and other operating factors. 
Questions of safety and durability can safely be left to the 
experts in the classification societies. 


Shorter Note 


The production of cars in January reached only 36,270 
vehicles, 3,000 fewer than in December. Weekly output 
averaged 9,070 cars, a reduction of 350 a week on the average 
for the last quarter of 1951. Production of commercial 


. yehicles was also slightly lower than in December, but 


output of tractors rose from 9,837 to 10,727. The output 
of the industry was running at a much lower rate than in 
January, 1951, but in each case exports were higher than 


they were a year ago. 
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Company Notes 


A. W. Gamage.—Not many retail stores 
scraped through last year’s recession in prices 
—a recession that put no brake on the in- 
crease in wages'and other costs—without re- 
porting a fall. in trading profits. Gamages 
belong to the unhappy majority. Its profits 
fell from £362,964 to £311,532, despite an 
increase in the monetary value of turnover ; 
the board reports that a fall in prices in the 
last few months of the financial year com- 
pelled the company “to write substantial 
amounts ” off the value of certain stocks. The 
ordinary dividend has been maintained at 25 
per cent, but shareholders will have to wait 
a full year—a year certainly not free from 
anxiety—for their next dividend cheque. The 
chairman, Mr. E. M, Gamage, has announced 
that the company will not pay any interim 
dividends in the future, on the extraordinary 
argument that as “very few members hold 
more than a relatively small amount of stock, 
the directors feel that the work and cost 
involved in -paying an interim dividend is 
really not worth while.” If this explanation 
were carried to its logical conclusion, it would 
seem that the board considers that the greater 
the number of capital owners, the less their 
convenience should be studied. 


Years to January 31, 


Earnings :— 1951 1952 
£ £ 

Trading profit .......+0sss0se0 32, 311,532 
Feta boone Mirtihvinbaaker’ 364,168 326,435 
De NE ibe cneaieneenst 12,200 15,344 
Taxntige 46555 css 5s sia bev 88 ar ope 
Earnt ‘or ordimary stock .....+ i 87! 
Oednaty aividenta en weweeee m 68,750 65,625 
Ordinary dividends {per cent)... 25 25 
Contingencies reserve. ...... eae’ 50,000 _ 
Added to carry forward........- 4,295 27,157 

Balance sheel analysis :— 

«Fixed assets, less depreciation ... 399,284 408,535 
Net current assets... ...........+ 961,432 941,421 
Sc caebewsk eo ducthans 492,776 526,490 
COM ike teebca ccs vennakye 484,117 403,451 
Reventse reserves ......6+2--508 685,717 674,957 
Ordinary capital .......+.-+++- 500,000 500,000 


10s. ordinary stock at 23s. 9d. xd yields {£10 10s. per cent. 


The company has been able to plough back 
only a small proportion of the year’s earnings, 
and the increase in the book value of stocks 
from £492,776 to £526,490 and in debtors 
from £209,348 to £244,092, amply explains 
the fall in cash balances from £484,117 to 
£403,451. Costs are still rising and customers 
are still refusing to pay the high prices 
charged on certain goods. This year’s risks 
may not be altogether discounted in the yield 
of 10} per cent that the 10s. ordinary shares 
offer at a price of 23s. 9d. xd. 


* 


Ford Motor.—Last year the Ford Motor 
company—in common with the rest of the 
motor industry—had to contend with 
shortages of sheet steel and other raw 
materials and with growing consumer resis- 
tance abroad ; it had also to grapple with the 
problems arising from changes in factory 
layout and the introduction of new models. 
In view of this, the chairman warned share- 
holders at the general meeting last May that 
the high level of prdfits earned in 1950 was 
unlikely to be repeated in the year to Decem- 
ber 31, 1951. In the event, however, profits 
before tax and depreciation (but after allow- 
ing for special credits and debits) show only 
a slight fall, from £11,410,000 to £10,995,000. 
Taxation takes {5,460,000 (against £4,730,000) 
but this increase is counterbalanced by reduc- 
tions in pension fund allowances and in the 
provision for depreciation. A detailed survey 
of fixed assets has shown that the accumulated 
provision for depreciation is £2,512,000 higher 
than was considered necessary, and this 
amount has therefore been transferred to a 
fixed assets replacement reserve. Together 
with the massive appropriation of {2,750,000 
against £2,000,000) from profits, this transfer 
brought the amount held im the replacement 
reserve at the end of the year to £11,806,000. 


The result of all this is that group net 
profits, after allowing for all charges, includ- 
ing taxation, have actually risen, from 
£3,774,000 to £3,985,000. The directors 
have therefore felt jable to raise the ordinary 
dividend for the second year im succession, 
this time from 12} to 15 per cent. At the 
current price of 43s. 6d. xd. the £1 ordinary 
shares yield 6.9 per cent. 


. * 


United Sua Betong.—When they an- 
nounced an interim dividend of 20 per cent 
last October, the directors of United Sua 
Betong were able to report that they had 
already sold a good two thirds of the current 
year’s crop at the high average price of 
3s. 10d. a lb. They, therefore, felt able to 
forecast an increase in profits over the 1950 
level despite a fall in output, caused by 
attacks or threatened attacks by bandits, and 
despite an increase of 100 per cent in f.o.b. 
costs (including the Malayan export duty). 
The results now published show that profits, 
before tax and the export duty, have in fact 
risen from £1,626,193 to £1,932,282, but 
that once the export duty of £401,696 
(against £143,381) has been paid and once 
£912,374 (against £833,095) has been put 
aside for British and Malayan taxes, net 
profits have fallen from £649,717. to 
£618,212. Distributable earnings have fallen 
even more sharply as £250,000 has been ear- 
marked for replacement reserves and another 
£56,311 has been written off the company’s 
holdings of government securities. Never- 
theless, the year’s total distribution on equity 
capital has been left unchanged at 50 
cent, and £100,000 (against £425,000) a 
been added to general reserve. 

Years to December 31, 


Earnings :— 1950 1951 
£ £ 
Profit before tax .......-0.005s 1,626,193 1,952,282 
Malayan export duty .......... 143,381 401,696 
Taxation ...... cpt oe vee tint 835,095 912,374 
Earnings for ordinary stock ...... 649,717 311,901 
Ordinary dividends ............ 236,250 236,250 
Ordinary dividends (per cent)... 50 50 
Replacement revenue .......... — 250,000 


General reserve... keke cc knne 425,000 100,000 
Added to carry forward......... Dr. 11,533 Dr. 24,349 


£1 ordinary stock at 42s. 6d. yields {23 10s. per cent. 


The directors of United Sua Betong tend 
to be more cautious about dividend payments 
than the boards of many other rubber com- 
panies. But as gross profits are threatened 
by the fall in rubber prices and distributable 
earnings by the excess profits levy, there are 
good reasons for conservatism this time. The 
market is clearly not optimistic about future 
prospects for the- £1 ordinary shares, at the 
current price of 42s. 6d. give the very high 
yield of 234 per cent. 


* 


Cammell Laird.—The increase in the 
ordinary dividend of Cammell Laird from 
12 co 14 per cent is clearly justified by. the 
advance in trading profits hom £661,058 to 
ees . datter figure includes some 
profit on work in progress, After vidin 
£777,000 (against £566,000) and £60,000 - 
stock depreciation, net profits have fallen 
slightly, from. £465,299 to 463,550. The 
directors have appropriated £200,000 (against 
£250,000) to general reserves which have 
also been fortified by £200,000 previously 
over-provided for taxation and now written 
back. In the year the company’s capital 
reserve has increased by £5,840,884, repre- 
— ee surplus of £6,008,008 on the 
ransfer ¢ company’s holdings in English 
Steel to the Iron and Steel Corporation less 
a loss of £167,124 on the sale of government 
securities. Shareholders can now concen- 
trate their interest on the of a return 
of the holding in sh Steel. At the 
current price of 10s. 9d. the 5s. stock units 
yield 6} per cent. 
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SECURITY PRICES AND 
YIELDS 














y i Net — 
British Funds | Price, Price, | Yield, | ©'08 
(Mar. 19,'Mar. 26,; Mar. eld, 
Guaranteed Stacks 1952 1952; 1952 a 
be (ms) 
; Sai, sF 
Bonds 27%... 99% | 998 | Lig 5) 7 Ne 
Mar, 1, 1951-53 at aa 112 6/218 sf 
MS 71 
Mar 1. 1990-34 flaw); 2°" 
Exchequer Stk. 24% 97§ 9% 1119 915 24 
Feb, 15, a vel wea |) 
o 7 5 2 
Nov. 14, 18, we ” 
unding ) 1 7110/2 
Nov. 14, 1953 Poe 
Serial F aes} OTR 97% 1112 7 21349 
War Bonds 24%...| 91% | 978 | | 
far -** 2 5 8 4 19 
Aug. 15, 1954-86 \da6u1/3 1 4 
Funding 28%...... 8, | 989 ie i 
June 15, 1952-57 carn i3 § 3 
Nat. Defence 3%... 97} 98 212 5 3 lis 
July 15, 1954-58 (119 4/3 9 3 
War Loan 3%..... og | 974° 2 611 5 Se 
Oct. 15, 1955-59 i119 01/3 7 wf 
Savings Bonds 5%.| 89} 895 418 4°65 Olle 
Aug. 15, 1955-65 | 132 9 8140 8 
Funding 2$%...... 892" | 908° 317 415 2 2 
April 15, 1956-61 12 910) 314 gf 
Funding 3% ....... 834° 84g" 4 111/55 13 Oe 
April 15, 1959-69 121440145 4 
Funding 5% ....... 854 654 (216 11:4 7 % 
Aug. 1, 1966-68 i213 5145 i 
Funding 4% ....... 9§ | 965*'212 1,410 Se 
May 1, 1960-90 i2 4111/4 3 8 
Savings Bonds 3%.) 82% | 83§ | 317 9 5 9 8 
Sept. 1, 1960-70 (214 4/4 6 38 
Savings Bonds 24%) 82§ S2h*° ; 3 1 414 7 % 
May 1, 1964-67 | }214011/4 1 3 
Victory Bonds 4%.| 98} 988 (24 5/4 218 
Sept. 1, 1920-76 
Savings Bonds 3%./ 80 81g | 3 610/419 Se 
Aug. 15, 1965-75 | 1213 514641 
Consols 4% ....... | 87 8%) 128 2/412 
Conversion 54% ...| 77% T73* | 2 7 4/410 2f 
Treasury Stk. 24% ./ *] sme, 2 5111/4 7 6 
(after Apr. 1, 1975)| 
Treasury Stk. 5%..| 664% | 669% | 2 7 2/4 9 lof 
er Se = 
reasury Stk. 34%. 87% | 211 1:4 8B & 
June 15, 1977-80 | [2 9u|4 7 ol 
Redemp. Stk. 3% 74 TS}? | 213 7 | 4 8 06 
Oct., 1986-96 1210 0/4 4 9 
War Loan 34%....| 77 M4;2 79/4u 7 
Consols 23% ...... ° 5 12 43:44 9 
Brit. Elect.5% Gtd.., 81 8g? | 3 0 2/412 Be 
April 1, 1968-75 | - 1214 3:4 6 5! 
Brit. Elect.3%Gtd..| 79§ | 808 | 215 2.4 7 100 
Mar. 15, 1974-77 | 21210/\4 5 61 
Brit. Elect. 34% Gtd.| 87 $83 (210 647 Te 
Nov. 15, 1976-79 | |}2 9 4/4 6 BI 
' Brit. Tpt. 3% Gtd..| 75 764/217 9'412 3% 
July 1 1978-88 (212 1\4 6101 
Brit. Tpt. 3% Gtd..| 81° | B1g* | 3 0 2/412 d 
April 1, 1968-73 1214 3/4 6 5I 
Brit. Gas Gtd. 3%..| 74§ | 749%/| 212 6/4 7 le 
May 1, 1990-95 |}21010\4 5 1 
Brit. Gas Gtd. 39% .| 884 | 89 | 212 314 8 % 
Sept. 10, 1969-71 (2101114 6 9 
Brit. Iron & Steel..| 85} ay 1 210 9,4 7 be 
%, 1979-81 '210 0'4 60 


(e) To earliest date. (jf) Fiat yield. (J) To latest date 
(n) Net yields after ing for tax at 9s. 6d. in { 
(s) Assumed average life 13 years approx. * Ex dividend. 


——— — 


Last Two Price, | Price, | Yield, 
Dividends Ordinary ee 19,'Mar. 26° Mar. 2, 
} 1952 1952 , 1952 
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Statistical Summary 


EXCHEQUER RETURNS 


For the week ended March 22, 1952, total 
ordinary revenue was £70,001,000, against 
ordinary expenditure of {69,925,000 and 
ssues to sinking funds {280,000. Thus, 
including ‘sinking fund allocations | of 
26,962,000, the surplus accrued since April 
l, 1951, is £444,453,000 compared with a 
surplus of {757,122,000 for the corresponding 
period of the previous year. ” : 


ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 


pril 1,\April 1," Week | Week 


i 
Esti- 





1950 | 1951 ; ended | ended 
Ray | to | to Mar, | Mar. 
Mar. 24,|Mar. 2 24, 22, 
£000 a fects 195} vicar 
Hs Receipts into the 
REVENUE Exchequer 
; ; ; 

Orv. RevenuE | | ; 
Income Tax ..... 1624750 1375785 1609406: 22,749 28,011 
Sur-ta8 Wi. Ses 128,000 117,500 124,900 3,100: 3,700 
Estate, etc., Duties! 180,000 182,750 179,100 4,900! 3,700 
Stamps. 5 a ie | 55,000 52,960 59,800) 1,300 500 
ProfittsTax&E. P.T. | 312,650 264,570) 304,200' 2,200 3,300 
Other Inland Rev, | 500 560 5 sna tia 30 
SpecialContributn. 1,500; 4,800 2630 80 50 


Total Inland Rev. 2302400198725 2280616, 34,329 39,291 


Customs. .... «+++ | 930,500 887,736 978,414 13,407 19,827 
Rxciee . 2, Fes | 720,500 708,200 735,795) 6,800 3,595 
Total Customs and i | : 

Excise ........ 1651000 1595936 1714209 20,207, 23,422 
Motor Duties ....| 62,000 61,213 64,528) ... |... 
Surplus War Stores) 20,000 45,355 32,343 7,847! 105 
Surpl'sfrom Tradg.| 50,000 80,905 75.455' .. |... 
P.O. (Net Receipts); 5,400' 3,500 7,728 Dr4300 2,500 
Wireless Licences. | 13,600 11,900 12,800, ee xd 
Sundry Loans....| 27,000 25,876 25,393 a 
Miscell. Receipts. . | 105,000, 76,754 96,6061 5,722) 4,683 


Total Ord. Rev... 4236400 3900164 430967 163,805. 70,001 


Sei_r-BaLancing. |———— 


Post Office ...... | 299,431 166,700 179,772 6.500 
Income Tax on} ; 

E.P.T. Refunds | 4,900; 8,098 5,38 164 138 | 
Total 0625 5 4420731 4074962 4494834! 70,469, 70,139 













to meet payments 
£ thousand) 





RD. EXPENDITURE! 


Int. & Man. of Nat, 


Debt 2,040 2,327 


Payments — to. N. : 

reland........ 38,000, 37,284} 37,394] 1,922)... 
Other Cons. Funds, 11,000! 9,754, 11,62 275 909 
Total i. chines | 584,000 522,265 559,625 4,237 3,236 
Supply Services . .'*3514062 2601431.3278638) 72. 840. 66.689 


ie J 


71,077, 69,925 
nf 280 


Total Ord. Expd. .°4098062 3123696 383826. 
Sinking Funds...) 2. 19,347 26,96 
Total (excl. Self-! : 

Bal. Expd.).. . . 4098062'3143043 





77,077 70,205 





SeLF- BALANCING i 
Post Office 179,431] 166,700, 179,77 


AE +n bees ; 


Income Tax on! 
E.P.T, Refunds’ 


Total 


* Including £6 million of the margin for S 
Estimates provided in the Budget (£160 million). 

After increasing Exchequer balances by 
235,822 to 43,362,187, the other operations 
or the week imcreased the National Debt 
by £15,904,487 to £25,815 million. 


NET RECEIPTS (£ thousand) 


mentary 











Post Office and Telegraph (Money) Act, 1950..:.. 8,500 
EPU (Financial Provisions) Act, 1950, s, 3....... 183 
8,683 

NET ISSUES (£ thousand) 

EPT Refunds .............. ieee roukoeseetkes 168 
ee eae Act, 1949, s. 3( ines tse : 5" 2 aan 
orces (Housing Loans) Act, 9, 6. : 

Lacal Authorities Loans Act, a ae es a 

tralised a vise 
Finance Acta, 1946 and 147 ar ei. 372 
22,147 


CHANGES IN DEBT {¢ thousand) 


REcEIPtTs 





PAYMENTS 





Nat. Savings Certs. 1,300 Treasury Bills .... 8521 
Other Debt :-— 24% Def. Bonds. . . 480 
Internal ....... 4,299 3% Def. Bonds.... 2,071 
Ways & Means Ad- Tax Reserve Certs. 1,900 

VON disicdccs 22,090 Other Debt :-— 
External ...... $12 
27,689 13,784 

FLOATING DEBT 
(£ million) 


















3170-0 | 1811-6 
4782-S* 





4$760-0* 
4123-4" 
4643-5* 
6601-4* 


| 
4248-8* 

4200-1* 
2130-0 | 2036-5 
2160-0 | 2006+§ 


' 
2190-0 | 1994-8 
2220-0 | 1986-4 
2250-0) 1980-5 
2280-0 1941-9 









& 
rere: Fee 
wom nw 




















~~ Wom 


* The proportion of tender and tap Bills surrendered for 
| 12 per cent Serial Funding Stock is unknown, therefore 
| the total of tender Bills outstanding cannot be calculated. 









Amount 








a ; 
_a|Applied! 
flere di ; |Allottec 


TREASURY BILLS 
{ 


f million} 


Average jAllottec 





Rate at 
of Min. 
Afotment Rate 


} i 
| Mar 250-0 | 332-9 | 250-0] 10 2-9 | 66 
Dec... 21 | 170-0 | 236-2 | 160-0] 20 2-27 49 
28 | 170-0 | 188-3 | 150°C] 19 4-06 82 

1952 i 

Jan. 4 | 150-0 | 212-5| 150-0] 19 3-309 | 61 
» Ad | 150-0 | 217-3 | 150-0} 19 6-90 4 
» 18 | 170-0 | 240-4 | 170-0} 18 11-05 62 
» 25 | 170-0 | 267-- | 170-0] 19 10-74 55 
Feb. 1 | 170-0 | 249-8 | 170-0} 19 10-6 52 
» 8 | 179-0 | 239-9 | 270-0} 19 7-01 61 
» 15 | 190-0 | 264-2 | 190-0] 19 6-76 59 
» 22 | 200-0 | 271-1 | 200-0] 19 10-55 58 
m 29 | 200-0 | 249-5 | 200-0] 20 6-78 67 
Mar, 7 | 200-0 | 239-2 | 200-0] 20 7-09 | 75 
» 34 | 200-0 | 250-4 | 200-0] 26 3-64 69 
» 21 | 20)-9 | 251-9 | 22-0] 26 3-39 68 





On March 21st applications for 91 day bills to be paid 
from March 24 to March 29, 1952, were accepted dated 
Monday to Saturday as to about 68 per cent at £99 8s. 5d. 
and applications at higher prices were accepted im full. 
Treasury Bills to a maximum of £210 million were offered 
on March 28th. For the week ended March 29th the banks 


were not asked for Treasury deposits. 


NATIONAL SAVINGS 
{ thousand) 


vings Certificates — 
Receipts. ...... od Gis wen 
Repayments, ........... 


Net Savings ....0.06es+s 


ee ee ee 


WN i. ba vw anit 
Repayments .:. 2.6.2... 


Net Savings ............ 


Total Net Savings. .....: = 
Interest on certificates repaid 


Interest accrued... .<...... 









Totals 50 Weeks | Week 
enc ended 
‘aaa 5 -ve | Mar. 15 
Mar, i7, | Mar. 15, ; 
1951 | 1952 | 1952 
123,500 149,104 3,000 
: 329,400, 130,900 2.700 
Dr. 5,900, 18200 — 300 
25,270 54,579 1.020 
46,640 68,766] 1,075 
Dr2U;370Dr14,187Dr 55 
632,876 677,951) 14,434 
691,006 766.508} 14.368 
Dr 58,130 Dr 88,55 66 
Dr 85,400 Dr 84,544, 311 
29, 32,90 715 
121,156 121,677) 2,441 
5,687.4 4232+ 2.037 


. 





BANK OF ENGLAND 
RETURNS 


MARCH 26, 1952 








ISSUE DEPARTMENT 
i £ 
Notes Issued:~ Govt. Debt... 11,015,100 
InCirculation 1384,559,997 | Other Govt. 
In Bankg. De- | Securities ... 1585,724,843 
partment... 15,796,826 Other Secs... . 745,077 
| Coin fother 
| than gold}... 2,514,981 
Amt. of Fid.—— 
Issue’... 2... 1400,006,000 
Gold Coin and 
| Bao" at 
Ss. per oz. 
Bo Ss 356,823 
1400,356,823 1460,356,823 
BANKING DEPARTMENT 
: f £ 
Capital ...... 14,553,000} Govt. Secs.. : . 325,917,853 
Rest. Sag Waka 3,977,615 | Other Secs. 49,419,062 
Public Deps.:- 12,658,611} Discounts and 
Public Acets.* 12,142 031 Advances... — 23,561,627 
H.M. Treas. |} Seeurities.... 25,857,435 
Special Acet. 516,580 
Other Deps.:- 361,517,525) 
Bankers. ..... 280,263,412 Notes...... > 435,796,826 
Other Accts..,  81,254,113' Coin......... 3,573,610 
392,706,752 392,706,751 


* Including Exchequer, Savings Banks, Commissioners 
of National Debt and Dividend Accounts, 


COMPARATIVE ANALYSIS 
(£ million) 


1951 














19§2 


Mar. | Mar. | Mag. | Mar. 
28 122 | 19 | 2% 









Notes in circulation... .. 


1.320- 11380-2'1381-6 1384-6 
Notes in banking depart- ; 


UN Fe he k 44d ogc ce 30-5 20-1, 18-8 15-8 
Government’ debt and 
steurities® oe. kc. oo 1596 - 8 1396-8 1396-7 
Other securities ........ 0-7) OT G-7 
Gold and coin. ......... 29 2-8 2-9 
Valued at s. per fine ot... /0 248/0° 248/0 
Banking Dept. :-—~ } 
Deposits :- 
ublic Accoimts ........ 14-6 11-4 12-1 
Treasury Special Account Os OF O86 
SOONG oes Soi cad ane on 286-1! 287-4 280-3 
RS oi o6 sk wins koe 86-5; 82-3) 81-3 
Wea kk dete fh cee aes 586-9) 381-2, 374-2 
Securities :-— ; 
Government. :.......... 343-1) 338-1 325-9 
Discounts, etc. ......... 15-6, 16-1) 23-6 
NE a ssincdes ci vases 24-9 25-2 25-9 
WO io rt koe es 383-6: 379-4 375-4 
Banking dept. res......... 21-7 es 17-4 
o y 
4 7 
© Prapertiog ? oc5 iis ves 5-6 “Bes “46 


Sennen _ 

* Government debt is £11,015,100, capital (14,553,000. 
Fiduciary issue reduced from £1,450 million vo {1,400 
million on January 16, 1952. 


“Tue Economist” INDEX or WHOLESALE 
Prices (1927= 100) 


3H -7* 


GOLD AND SILVER 
The Bank of England's official buying price for gold 
was taised from 172s. 3d. to 48s. Od. per fine ounce on 
September 19, 1949, and the selling’ pnce to authorised 
dealers from 175s. Od. to 252s. Od. per fine ounce, Spot 
cash prices during last week were as follows :— 







SILvER 
igen Rene te 
London ‘New York} Bombay 
ounce per ounce per 100 toi 


1952 








SRERES 





ae 
a 
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COMPANY MEETINGS 


ASSOCIATED PAPER MILLS, LIMITED 


FACTORS CONTRIBUTING TO SATISFACTORY RESULTS ._ - 
DEMAND CONTINUES TO EXCEED SUPPLY 
MR L. W. FARROW ON NEED FOR CONSERVATION OF RESOURCES 


The thirtieth annual general meeting of 
The Associated Paper Mills, Limited, was 
held on March 21st at Winchester House, 
Old Broad ene London, E.C.2, Mr L. W. 
Farrow, CBE (the chairman), pres 5 


Mr Barrington C. Gain (deputy chairman 
and secretary) read the notice convening the 
meeting and the report of the auditors. 


The agi er is the statement by the 

hich had been circulated with the 

report end accounts for the year ended 
September 29, 1951:— 


I am pleased to be able to put before 
you trading results which I think you will 
agree are very satisfactory. 

The greatly increased profits have been 
made possible by a variety of reasons, one 
of them being an exceptional one—namely, 
that selling prices hace had to be raised 
several times to meet the ly increased 
prices of raw materials and each time this 
has occurred a certain amount of profit, addi- 
tional to the normal percentage, has accrued 
to the company on paper made from stocks 
of raw materials bought at lower prices. 


The question of the stocks of raw materials 
to be held and the contracts to be entered 
into for future supply is one that has occu- 
pied the constant attention of your directors 
and managers, throughout this period, bear- 
ing in mind, as I said last year, that your 
board felt there was bound to come a time 
when there would be a steep and sudden 
drop in raw material prices. During the 
past year we have, I think, maintained a 
satisfactory balance between the dangers of 


‘ being committed too far ahead and on the 


other hand of not always having sufficient raw 
material on hand to keep the mills supplied. 


I have mentioned above one exceptional 
cause of the increased profits and I do not 
want you to infer from this that your direc- 
— consider there is any reason why the 

ny should not continue to make a 
satin actory profit when more normal condi- 
tions return, 


Improved efficiency of the mills consequent 
upon plant improvements and the carrying 
out of much overdue repair work has been 
another contributory factor to the trading 
results. Continuous research and experi- 
ment has led to the commercial development 
of a number of new and profitable lines. 
The demand for all types of paper, particu- 
larly of board for » has again been 
much in excess of that available, 


RAW MATERIAL PRICES 


The prices of our principal raw materials 
during the latter part of the year reached 
levels which were the highest on record. 
However, the Government have recently 
fixed ceiling prices for the purchase of wood- 
pulp from abroad, which are approximately 
25 per cent lower than the prices to 
which I have referred. 

We managed to get through the year to 
September 29, 1951, without any stoppages 
due to lack of coal or power cuts and have 
taken steps to improve our power generating 
units at certain of the mills. 

As you will see, the gr had capital 
combinnannts at September 29, 1951, for 





some £84,000. About £30,000 of this is for 
new plant and when we receive this and 
instal it a further improvement in efficiency 
should result. 


During the year a general wage increase 
has been granted to all workpeople together 
with the right from 1952 onwards to six 
additional days’ holiday ee annum with pay, 
making twelve in all. workpeople have 
agreed to make up the production time which 
would otherwise have ie lost by these six 
additional days’ holiday. 

It has for some time past been your com- 
pany’s practice to grant pensions to those 
(both staff and workpeople) retiring from 
companies in the group after long service, 


each case being considered as and when it- 


arose. The directors have now decided to 
institute sion schemes for the staff and 
workpeople on a regular basis, that is, every- 
one who is now in or later enters the com- 
pany’s employment will know that they are 
entitled to a sion on a basis laid down if 
they are still in the company’s service at 
retirement age and qualify by. the requisite 
number of years of service. Negotiations in 
connection with the schemes with the Inland 
Revenue are well advanced, and it is hoped 
that we shall be able to commence them as 
from April 1, 1952. 


You will doubtless“have observed that we 
have transferred £50,000 to pensions reserve 
out of the 1950-51 profits. 


THE YEAR'S RESULTS 


If you will turn to the consolidated profit 
and loss account you will see that the trading 
profit of the group, after providing for de- 
preciation, is £800,537 higher, at £1,128,228 
than for the year to September 30, 1950, and 
that the net profit (before taxation) is 
£799,318 higher, at £1,105,341. 

Out of this sum we have to provide 
£591,346 for our sleeping partner, the Inland 
Revenue, and £18,874 to spread the income 
tax on initial allowances over the appropriate 

years. This makes the total tax charge 
£610,220 (against 1,618 for 1949-50), 
representing over 5) per cent of the net 
profits. 


The present inflated prices make it neces- 
sary for more capital to be retained in the 
business, and we have accordingly increased 
the sum transferred to eral reserve from 
£25,000 in 1949-50 to Fioo 00,000 for the past 
year. 


We have transferred to coomeenatins re- 
serve no less a sum than £250 a ee 
£50,000 the year before, bring 
of this reserve up to £480,000 tesa ne is = 


able to meet an contingencies, but in makin 
the large tran otis year the. dnetors had 
sub- 


parti ly in mind the 
stantial arising from falls in raw 
material prices. The reserve should | be 


adequate to meet these. 

I have already referred above to the 
transfer - £9; 000 to pensions reserve. Your 
directors feel that the inauguration of these 


the continuance of the ha 
the staff and workpeople 


sisted for many years past. 


To the other two items under’ this head- 
ing—namely, amount written off goodwill 


rect. I do’not think I need “oon in detail, 





the increase in the profits. balance ¢ irrieg 


have been sho. wn in 
has heen altered s0 

without any calcu- 
‘the year’s profit has 


a) for. (b) retained 
in the | » and (c) provided for 
dividends. 


You will observe that the directors recom- 
mend a final dividend which will make the 
total ordinary dividend the same as for the 
previous -year—namely, 25 per cent. They 
recommend, in addition, a bonus dividend of 
74 per a ‘nities a total jee on the 
ordinary shares for the year of 32} per cent 


INFLATIONARY EFFECT OF TAXATION 


I have no doubt that many sharcholders 
-_ feel that, aera regard to the amount 
of the profits, the directors might well have 
been more generous in their recommenda- 
tions, so I will mention one or two of the 
reasons ich have led to this decision. 


Taxation, in addition to taking its irre- 
ducible minimum, penalises the payment of 
dividends very heavily, as the profits 
for them have to bear in effect not 
onl the page ee 40 per cent profs = 


the Lg ie Saceae Thus any increlle 


dividend entails providing 
a pagone He 40 cent of such increase for 
additional tax. This taxation aspect 
makes the raising of additional capital unduly 
soa. as prospective investors naturally look 
to the return on their money they can expect 
after the payment of profits tax. Therefore, 
it becomes all the more necessary to retain 
profits in the business to enable it to have 
the capital which has become so cosily to 
obtain from outside sources. This capital 
ined, not for expansion, but, 
circumstances, to mainta n the 


im order to pay | 
in dividends 0 


on 
the shareholders, it has cae necessary (| 
earn £1,105,000 and 


I venture @ 


I give below the table which I hav’ 
included my statements in past yea 
showing how the profits for the year 10 Ser 

t 29, with those fot 
39 and 1949-50, have been dealt. with 
total net profits before taxation 8 


i AS 
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ount 
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nda- 
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oe 1949-50 1950-51 


: % % 

Taxatiom:i aawed 39.6 52.8 55.2 
Retained in busi- 

NCS$ > vesccasp antes 22.8 25.5 37.7 
Dividends to share- 

holders (net) .... 37.6 21.7 7.1 

100.0 100.0 100.0 


STRONG FINANCIAL POSITION 


From the consolidated balance-sheet you 
will see that the financial position of the 
group continues to be strong. Current assets 
it £2,071,708 exceed current liabilities by 
over £1,517,000 as compared with an excess 
of £767,000 at September 30, 1950, but pro- 
vision for future taxation has increased from 
{143,000 to £531,000. 


Current assets include an amount of 
, 21,488 which is on deposit with solicitors 
pending the completion of the purchase of 
certain leasehold reversions and water rights 
pertaining to the mill of our subsidiary com- 
pany, Cooke and Nuttall, Ltd., ar Horwich in 
Lancashire, 

The increase in the value of stock and 
debtors is again mainly accounted for by the 
higher prices prevailing. This increase 
amounts to £691,000 as compared with Sep- 
tember 30, 1950, and to £965,000 as com- 
pared with October 1, 1949, and emphasises 
what I have said above as to the necessity for 
retaining substantial profits in the business. 


THE CURRENT YEAR 


With regard to the results for the current 
year, the profits for the first four months 
to January 31, 1952, are in excess of those 
for the corresponding period of the previous 
year. A form of rationing by reference to 
money values of certain raw materials which 
have to be purchased abroad has been intro- 
duced recently by the Government. The 
fixing of ceiling prices for woodpulp, which 
are below the se prices which were. in 
force when the form of rationing was intro- 
duced, should enable more of that material 
to be purchased. It is too early to say what 
the effect of these changes will be. While I 
think it unlikely that profits on the same 
scale as for the past year will be earned, 
I look forward to another successful year. 


Once again it is my pleasant task to express 
the thanks of the directors, I am sure 
of the shareholders also, to the managers, 
staff and wo: of the whole group for 
their contigued loyalty and hard work during 
the past year. 


CHAIRMAN’S ADDITIONAL REMARKS 


Addressing: the meeting the chairman 
said: We have asked our accountants to 
make an estimate of the standard to which 
we will be entitled for the ‘purpose of the 


company is quite well placed, as it-can con- 
‘nue to pay the same dividend and bonus 
«> it has. paid for the past financial year of 
© plaoe ia Sekai Rana 

(0 place to reserve, ided of course your 
‘ompany earns. profits at least equal to the 
‘'andard to which I have referred. 

_ | anv pleased to-inform: you that the profits 
‘or the first five months of your company’s 
7 year have already exceeded 
Star c ; 


The report and accounts. were 
ond the final dividend of 15 per cent 
conus of 7} per cent, making 32} -per cent 

R 


B ‘or the year, was approved, _ 


The retiring directors, The Rt: 


Viscount: 


THE STANDARD 


$23 


LIFE ASSURANCE 


COMPANY 


SUBSTANTIAL PROGRESS 
MR G. P. S. MACPHERSON’S ADDRESS 


The one hundred and twenty-sixth annual 
general. meeting of The Standard Life 
Assurance Company was held in Edinburgh 
on March 25th with Mr G. P. S. Macpher- 
son, OBE, TD, CA, in the chair. 


The general manager and actuary having 
read the auditor’s report, the chairman said: 


REDUCTION IN EXPENSE RATIO 


I think you will agree that the report and 
accounts mow before you present an 
encouraging picture. Our premium income 
is shown in the revenue account to be 
£12,895,000, representing an increase of 
£1,638,000 over the previous year. This in- 
crease has resulted im a reduction of our 
expense ratio from 9.6 per cent to 9.3 per 
cent, the lowest expense ratio in the history 
of the company. During the last war our 
expense satio fell to 9.5 per cent, but at 
that time new business was practically at 
a standstill and many of our staff were absent 
on National Service ; to have worked on as 
low a ratio last year as 9.3 per cent is 
therefore a real achievement. 


Our interest income, amounting to 
£3,466,000 represents a net rate of interest 
earned on the funds of £4 Os. 4d. percent, 
an increase of 3s. per cent over the rate 
earned in the previous year. This is more 
than double the very stringent rate of 2 per 
cent which we adopted some years ago for 
the valuation of our assurance liabilities, so 
that the margin between the rate assumed 
and the rate actually earned is very 
substantial. 


ASSETS OVER £98 MILLION 


From the balance sheet you will see that 
our total assets, at over £98 million, show 
an increase of more than £11 million over 
the previous year’s total. Despite the severe 
depreciation which took ‘place in investment 
values last year, which could not but affect 
the company’s portfolio in some degree, the 
value of the assets as at November 15th last 
exceeded in the aggregate the amount stated 
in the balance sheet. 


RECORD NEW BUSINESS 


You will also see from the report that the 
new life assurance business written last year 
amounted to £28,851,000, a figure which, for 
the sixth successive year, constitutes a record 
in the history of the company. Included in 
this total is a sum of £12,454,000 represent- 
ing group life assurances. For many years 
past, as you know, the company has made 
a feature of pension business and our new 
pension business last year, namely £6,336,000 
per annum, also constitutes a record. The 
increase im new business has been con- 
tributed to not only by our home branches, 
but*by each one of the countries in which 
we operate overseas. 


“The increase at home is particularly satis- 
factory far two reasons. In the first place, 
in. the difficult economic circumstances of 
these days, it is vitally important to. the 
nation that savings should be increased, and 
premiums paid to life assurance companies 
represent savings “by the community. 
Secondly, this increased business has been 
written in spite some uncertainty 
surrounding the taxation position of policies 
effected by self-employed who wish 
to make provision for $ ON fetirement. 


I hope that before:long the Millard ‘Tucker 


Committee .which has been set up by the 
Government will issue its recommendations 
and that, as a result, facilities for the pro- 
vision of pensions will be extended to a wider 
section of the public. To those in salaried 
employment the same uncertainty does not 
apply and I would recommend anyone 
interested to ask for a copy of the company’s 
leaflet entitled “Pension Arrangements for 
Directors and Senior Executives.” This 
leaflet has proved of great service to many. 


OVERSEAS 


In Canada the company continues to give 
the service traditionally expected of the 
Standard, and its business continues to in- 
crease. By reason of the rapid growth of its 
premium income and of the large funds of 
which it therefore disposes in Canada,’ the 
company’s importance as a financial institu- 
tion in that country. is steadily growing. We 
are much indebted to our Canadian Board 
and staff for the care and skill which . they 
devote to our Canadian investments, It is 
now widely realised that mineral deposits of 
great size and importance are in course of 
development in Canada which will greatly 
enrich the country and progressively improve 
the balance of its economy. It is our inten- 
tion steadily to expand our business there 
and to open up, as soon as practicable, addi- 
tional branch offices so that we may take our 
part in the country’s economic development, 


The striking increase in our West Indies 
business achieved during recent years was 
more than maintained last year. Our house 
mortgage business in the West Indies has 
developed under the careful supervision of 
our local board there, and we believe provides 
a valuable service to the community. We 
have been glad to note the recent moves for 
industrial development in Jamaica, and to 
take some financial interest in particular 
projects. 

You will also be interested to know that 
our branch in Uruguay, although the smallest 
of our active overseas organisations, is at 
present showing a rate of progress which is 
not exceeded by any other branch. 


STRONG AGENCY CONNECTION 


The new business results at home: and 
overseas afford proof once more of the strong 
agency connection which has been built up 
over the years, and we gladly acknowledge 
the loyal support which we continue to 
receive from our agents. These agents are 
served by members of our own out staff, 
who are experts in the intricacies of present- 
day assurance and pension business, and our 
outdoor staff in their turn are supported by 
a hard-working and efficient indoor staff, from 
whom also great skill and up to date specia- 
lised knowledge are required. I take the 
opportunity of thanking, on behalf of the 
directors, all members of the staff at home 
and abroad for the efficiency with which they 
discharge the responsibility which the com- 
munity’s confidence places upon them and 
for maintaining so well the Standard’s tradi- 
tion of service; and I congratulate our general, 
manager on the results of his first year m 
office. 


NEXT BONUS DECLARATION 


The year upon which we have entered will 
end another triennium for the company, and 
the next declaration of bonus will fail to be 
made as at November 15, 1952. Much will 
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depend, of course, on economic and other 
developments during the yéar, and with so 
many uncertainties I decline to prophesy ; 
but I would remind you that my predecessor 
stated last year that, despite our growth in a 
short span of years to one of the largest 
assurance companies in the kingdom, we had 
not outgrown our strength and we had never 
been in a more favourable position to serve 
the public. 


I now move the formal adoption of the 
report, revenue accounts and balance sheet 
submitted. 


Mr Kenneth W. Deacon, FCA, in 
seconding this motion, said :— 

My Lord, Ladies and Gentlemen,—The 
statement which we have just heard from our 
chairman and the figures which are now in 
our hands should be a cause of pride and 
satisfaction to all the members of this com- 
pany. As well as being a member of the 
company I am, myself, one of the agents to 
whom the chairman referred. I pursue my 
professional activities in a thriving Midland 
industrial city where all life offices are repre- 
sented ; needless to say, aS one who is in a 
position to influence business, I have been 
approached by the majority of them. I am 
well content with the Standard, its record, 
its service and the proud position it holds. 


I have much pleasure in seconding the 
adoption of the report and accounts for the 
past year. 


The report and accounts were adopted. 


SCOTTISH AMICABLE LIFE 
ASSURANCE SOCIETY 


RECORD NEW BUSINESS 


MR HOWARD CUNNINGHAM’S 
SPEECH 


The one hundred and = twenty-sixth 
annual general meeting of the Scottish 
Amicable Life Assurance Society was held 
im Glasgow on Wednesday, March 26th, Sir 
Lynden Macassey, KBE, QC (president of 
the society), presiding. 


In moving the adoption of the report and 
accounts, Mr Howard Cunningham, MC, 
CBE (chairman of the ordinary board of 
directors), said that it had been a remarkable 
feature of recent years that, while other 
forms of saving had displayed disappointing 
trends, the volume of new life assurance had 
shown continued expansion. Life assurance 
now represented the principal channel of 
personal saving in this country and contri- 
buted a substantial element of stability to the 
national economy. Thus, in the case of the 
Society, the net new sums assured amounted 
last year to more than £10 million, as com- 
pared with rather less than £3,500,000 in 
1946. The effect of this rapidly increasing 
new business during the past five years was 
reflected in the total annual premium revenue 
which amounted to almost {3,500,000 in 
1951—the comparable figure for 1946 being 
approximately £1,250,000. Each of these 
figures had reached a new record last year— 
a comment that applied equally to 
“ordinary” life assurance business and to 
“group” pensions and life assurance 
business which now represented a very im- 
portant part of the Society’s activities. 


Although the total amount paid by way, 
of death claims during 1951 was 25 per cent 
greater than in the previous year, the inci- 
dence of these claims was such that once 
again the mortality experience had proved 
very favourable. The upward trend of 
a had, however, continued during 

i. 


INCREASED INTEREST YIELDS 


During the past year there had been a 
considerable rise in the market rate of 
interest and a substantial fall in the market 
value of all fixed interest securities. To the 
Society, with a fund increasing at a rate of 
more than ten per cent. per annum—the 
increase last year amounted for the first time 
to more than £3 million—the opportunity to 
invest this large annual increment of new 
money on favourable terms was clearly bene- 
ficial, despite the consequent depreciation in 
the current market value of existing invest- 
ments. By reason of the higher rate of 
interest now obtainable on new investments 
and of the wider spread of investments made 
in recent years, the gross rate of interest 
earned on the Society’s funds during 1951 
rose to £4 16s. 2d. per cent, as compared 
with £4 8s. 5d. per cent in 1950. The 
depreciation in the market value of existing 
investments had been covered by inner 
depreciation reserves ‘and had not necessi- 
tated any change in the balance sheet 
valuation of the assets as a whole. 


At this early stage in a new quinquennium 
it Was not possible to make any useful assess- 
ment of bonus prospects, but, as already 
indicated, the effects of increased interest 
yields were fundamentally favourable. A 
new form of “Double Bonus Policy” had 
recently been introduced which offered two 
units of profit-sharing for each unit of basic 
assurance to any member who wished to 
avail himself of this opportunity to double 
his, participation in the Society’s bonus pros- 
pects. This offer was open not only to new. 
members but also to existing participating 
members of the Society whose policies might, 
in most cases, be converted to the new 
“Double Bonus ” system at an appropriately 
increased premium. 


The report and accounts were adopted. 





JEREMIAH ROTHERHAM 
AND COMPANY, LIMITED 


SOUND POSITION 


The fifty-fourth annual general meeting of 
this company’ was held on March 26th in 
London, Mr Joseph Hockley (chairman and 
managing director) presiding. 


The following is an extract from the chair- 
man’s circulated statement :— 


Although the trading for the first half 
to July 15, 1951, resulted in a satietactery 
increase both in sales and profit, the autumn 
half year, however, was somewhat disappoint- 
ing. The announcement in the press of falli 
prices, and exhorting the public to vithbol 
buying, practically caused a cessation of busi- 
ness both in the wholesale and retail trades. 


Taking this into consideration and the 
adjustment of certain stocks which had to be 
made to meet the lower values, the result 
which we now place before you may not be 
considered unsatisfactory. 


‘The financial position of the company is 
still very sound, the excess of current assets 
over current liabilities amounts to £585,685, 


After crediting interest on investments, and 
an excess provision of taxation, and providing 
for profits tax and income tax on the current 
year’s profit amounting to £52,809, there re- 
mains a balance of £29,786, adding to this 
amountjehe balance brought forward from last 
year, viz., £70,631, gives an available total 
of £100,417, which we recommend be applied 
as under: To a dividend of 6 per cent and a 
bonus of 2} per cent, making 84 per cent for 
the year, less income tax. 


With regard to future prospects, it is im- 
possible to make any forecast whilst the pre- 
sent condition of affairs remains, 


The report was adopted. 
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SCOTTISH MUTUAL 
ASSURANCE SOCIETY 


NEW BUSINESS AGAIN A RECORD 


The sixty-ninth annual general meetinz of 
the Scottish Mutual Assurance Society, 
Limited, was held on March 26th in Glas- 
gow. 

Mr David T. C. Sloan, who pre- 
sided, said: Sir John Craig, chairman of the 
society, is at present in New Zealand and 
greatly regrets that he is unable to be present 
today. In his absence it is my privilege to 
preside at this meeting. 


As you are aware an extraordinary general 
meeting of the society was held last month 
to approve the draft bill which is being sub- 
mitted to Parliament to make the society 
completely mutual. We hope that al! the 
necessary legal processes will have been com- 
pleted by the early summer. Almost the only 
outward sign of the change will be the drop- 
ping of the word “ Limited ” from our name 

ut the administration will be much simpli- 
fied and the members of the society will be 
the policyholders instead of the shareholders. 


Once again we have to congratulate our 
field s on a record amount of new 
business and to thank our broker friends and 
agents Bh and down the country fof their 
contin support. The net ordinary life 
business was nearly 8 per cent higher than 
in the previous year, which was itself a 
record. Unfortunately the group business 
shows a fall, but we look forward to better 
results in this class of business this year. — 


THE ACCOUNTS 


The net premium income has increased by 
the record figure of £131,941 and exceeds 
£1 million for the first time. Gross interest 
exceeds £500,000 for the first time and gross 
rate earned on the funds is up from 
£4 9s. 10d. per cent to £4 16s. 10d. per cent, 
an increase of 7s. per cent. This is accounted 
for by the fact that our funds were 
more invested during the year and 
partly by increased dividends received on our 
holdings of ordinary shares. The net rate of 
interest is up from £3 9s. 10d. per cent to 
£3 18s. 2d. per cent, an increase of 8s. 4d. 
per cent, the higher increase in the net rate 
than in the gross rate being mainly due to 
the ‘increase in expenses of management. 


On the “- side, claims by death are up 
by £15,155 but are still well within the 
amount expected by the mortality table used 
in the valuation. Sums payable on maturity 
are down by £16,502. Sums paid on sur- 
render are up by nearly £15,000 and are at 


the highest for many years. This is 4 
most disappointing feature but it is largely 
beyond our con 


The life assurance fund has increased by 
£488,926 ¢ ing the record increase of 
the previous year by over 10 per cent. 


The balance sheet is in much the same 
form as last year, but following on the calls 
on the shares made in January, 1951, on the 
advice of counsel as a first step in the pfo- 
cedure for mutualisation the issued capital 
is now £100,000 in 100,000 shares of £1 . 
each fully paid. back to the profit 
and loss account, you will see that as a result 
of the increase in capital, the amount of the 
net dividend is increased from {£688 © 
£2,625 but of this amount only the trivial 
balance of £4 3s. is paid to outside shart- 
holders. 


I now formerly move the adoption of the 
report and accounts with a declaration of the 
usual dividend of 5 per cent on the paid-up 
capital. - ys 

The report and accounts were adopted 
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THE SCOTTISH LIFE 
ASSURANCE COMPANY 


ANOTHER YEAR OF CONTINUED | 
PROGRESS 


RECORD NEW BUSINESS 


Mr Charles R. Munro, CA, Chairman of 
the board, presided at the annual meeting of 
Assurance Company, 
Limited, held in Edinburgh on March 26th. 


In moving the adoption of the report and 
accounts for the year 1951, the: chairman 
said: 


1951 has been yet another year of con- 
tinued progress. ce again both the gross 
ind the net new busjness broke all previous 
records for the company. The new life 
ssurance business at £4,500,000 gross 
showed an increase of over £200,000 on the 
previous year, and the net new bus ness 
retained by the company at £4,175,000 
was also in excess of the record figure of 
1950, 

There has been a considerable increase 
during the past year in the demand for our 
scheme for providing pension benefits for 
employees of commercial .and professional 
concerns of limited size. The company has 
so far not undertaken “ Group” business but 
has specialised in providing pension schemes 
for undertakings where for size or other 
reasons the “Group” type of scheme is un- 
suitable. Experience in this class of business 
has shown how desirable these schemes have 
become, particularly in the past year or 
two, and it is opportune for me to say 
that our branch officials are always glad 
to receive inquiries from employers and 
to advise them how their requirements can 
best be met. 


In these days emphasis tends to be laid on 
provision for old age, and adequate security 
for dependants in event of early death is apt 
to take the second place. It is satisfactory 
therefore to know that a very substantial pro- 
portion of the company’s business is written 
under the whole life assurance plans, which, 
especially if family income benefits are added, 
supply the best provision for dependants 
which can be secured for a given annual out- 
tay. 


ADVANTAGES OF LIFE ASSURANCE WITH 
PROFITS 


It is appropriate that I should draw your 
attention to the advantages of life assurance 
with participation in profits as a hedge 
against inflation. So long as a substantial 
proportion of a life office’s funds is invested 
in real values, such as equity stocks and 
shares and property, a life policy which 
shares in profjts gives, not only security for 
dependants in the event of early death, but a 
measure of security against the fall in the 
purchasing power of the £. No other form 
of saving provides this dual security. 
referred last year to the inflationary tendency 
of the national economy and to the steps 
vhich the directors proposed to take in order 
‘o counter this tendency by increasing the 
proportion of our funds invested in equities. 
"he balance sheet shows what has been 
ichieved in this direction, to which I 
vould add that our investment in equities 
ncludes moderate holdings in both USA and 
Canada. 

_ The life premium income, which reached 
the million mark a year ago, has advanced 
to £1,194,000. The life fund has increased 
dy £500,000 to a new level of over £12 
million. The gross rate of interest 

on the life fund during the year has in- 
creased from £4 9s. 3d. per cent to £4 13s. 5d. 
per cent, and the net rate after 
income tax, from £3 14s. 7d. per cent to 
43 17s. 10d. per cent. Claims by death were 
again low, being 61 per cent of the amount 


ing for. 


expected by the mortality table as against 
76 per cent last year. 


The main changes in the balance sheet as 
compared with 1950 are a reduction of 
£383,000 in. British Government and 
Government guaranteed securities, and 
increases of £150,000 in debenture stocks, 
£526,000 in ordinary stocks and) shares, and 
£240,000 in mortgages on property. There 
was a heavy fall in British stock - markets 
towards the end_of the year, and this 
affected the values of our investments at the 
date of closing our books; but the market 
values were still in excess of book values, 
although the margin was of course reduced. 


The motion having been seconded by 
Mr G. T. Chiene, DSO, MC, WS, was 
adopted. 





SUN LIFE ASSURANCE 
SOCIETY 


RECORD PREMIUM INCOME 
MR W. M. PRYOR’S STATEMENT 


The annual general meeting of the Sun 
Life Assurance Society will be held. at 
63 Threadneedle Street, London, E.C,2, on 
Tuesday, May 6, 1952. 


Mr W. M. Pryor, DSO, DL, chairman of 
the Society, has issued a’statement to share- 
holders, which in outline is as follows: — 


DIRECTORS 


During the year Mr R. M. M. Pryor and 
Mr C. H. Villiers were appointed directors, 
and you will be asked to consider their 
re-election at the forthcoming general 
meeting. 


FUNDS, INCOME AND OUTGO 


The total funds of the Society increased 
by £5,095,000 during the year and amounted 
to £83,298,000 as at December 31st last. 


The total income for the year amounted 
to £14,156,000, the premium income of the 
life assurance fund reaching the record figure 
of £10,786,000. 


The gross interest income of this fund 
amounted to £2,817,000, representing a gross 
rate of £3 19s. 4d. per cent which, I am 
pleased to record, shows an increase of 2s. 8d. 
per cent over that for the previous year. 


Claims by death at £2,292,000 exceeded 
those of the previous year by £291,000, but 
I am glad to be able to report that the 
mortality experience has again proved favour- 
able. 


NEW BUSINESS 


I have once again to report a successful 
year as regards the transaction of new busi- 
ness. The total new life assurances granted 
during the year consisted of 28,800 policies 
for sums assured of over £41 million. The 
sums assured represent an increase of nearly 
£6 million over those granted in the pre- 
vious year, while the yearly renewal premium 
income in respect of the new assurances 
effected last year reached the record figure 
of £1,840,000, compared with a little under 
£1,500,000 arising from the previous year’s 
new business. The new sums assured include 
a considerable amount of endowment assur- 
ance business effected in connection with the 
many staff pension schemes which we 
operate. 


INVESTMENTS 


The outstanding feature of investment con- 
ditions during 1951 was the substantial fall 
in the market prices of fixed-interest securi- 
ties. On many occasions since the war I 
have drawn attention to the difficulty of 


~ £1,250,000 during the year. 
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securing an adequate income from. invest- 
ments owing to the continued pressure of the 
cheap money policy: This situation no longer 
exists, as the fall in the market prices of 
medium and long-term British Government 
securities, which illustrates the ~general 
trend of prices of fixed-interest securities, 
— — rather more than 12 per cent during 


The higher yield obtainable, especially 
from the large number ‘of new issues made 
during the year, enabled the Society to make 
investments on more favourable terms than 
those available for many years. 


It has long been the policy of the directors 
to confine investments, in the main, to fixed 
interest securities possessing a fina! date of 
redemption, although in current conditions it 
has been considered prudent to increase 
our holdings of ordinary shares by ahoui 
Nevertheless, 
practically 93 per cent of our stock exchange 
investments comprise redeemable securities of 
an average term of about 22 years. The 
depreciation which has occurred in the value 
of these investments will ultimately be 
recovered as the securities approach their 
final redemption date, provided, of course, 
that they are held until maturity. In view, 
however, of the extent of the depreciation 
which has occurred, the directors thought it 
right to set up an investment reserve fund 
by the transfer from the assurance funds of 
amounts aggregating £3,250,000. 


QUINQUENNIAL VALUATION 


The results of the quinquennial valuation 
made as at December: 31st last are given in 
the report by the general manager and 
actuary, and the board has adopted the 
recommendations set out therein. The 
present distribution of profits is in respect 
of a period of five years (1947-1951) whereas 
the last distribution covered a period of ten 
years (1937-1946), no distribution having 
been made as a result of the wartime valua- 
tion as at December 31, 1941. It is not 
surprising, therefore, to find that the total 
amount of the surplus is less than in 1947. 
I am pleased to say, however, that the bonuses 
now declared are at higher rates per annum 
than those declared in 1947, notwithstanding 
the fact that the large sum already referred 
to was transferred in 1951 to the investment 
reserve fund. The amounts of the bonuses 
to be allotted to individual policies are being 
calculated and will be notified to policyholders 
as soon as possible. 


DIVIDEND 


The proprietors’ share of the divisible 
surplus is £328,232, which, for the reason 
just explained, is less than the share appor- 
tioned to them in 1947 (£443,477). This fact, 
coupled with the effect of profits tax on the 
proprietors’ fund, has caused the directors 
to reduce the half-yearly dividend from 2s., 
free of income tax, to Is. 9d., free of income 
tax. A dividend of the latter amount has 
been declared and will be payable on June 
30th next. 


TRIBUTE TO THE STAFF 


I am sure that you will wish to be asso- 
ciated with the board in paying tribute to 
the staff for their excellent work during the 
past year. The results which I have placed 
before you are a testimony to the zeal and 
energy of the general manager and of the 
staff throughout the whole of our organisa- 
tion. 


eee 


FACTS, FIGURES, AND OPINIONS 


These are what you seek in the columns of 
Tue Economist, The organisation that 
produces the paper can also serve the needs 
of business and other clients through: 


The Economist [Intelligence Unit 
22, RYDER STREET, ST. jAMES’s, 
LONDON, S.W.1. 
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G. R. HERRON AND SON, LIMITED 


(Wool Merchants and Topmakers, Wool Combers, Wool Scourers, Fellmongers 
and Leather Dressers) 


SATISFACTORY RESULTS 


CATASTROPHIC FALL IN WOOL PRICES 


MR F. J. HILL ON THE OUTLOOK 


The forty-ninth ordinary general meeting 
of G. R. Herron and Son, Limited, was held 
on March 26th in London, Mr F. J. Hill (the 
chairman) presiding. 

The foilowing is the statement by the 
chairman which had been circulated with 
the report and accounts for the year ended 
October 31, 1951: 


Looking back over the twelve months trad- 
ing of the company which ended on October 
31, 1951, I can say without fear of contradic- 
tion that we have witnessed in that period 
the most violent fluctuations in the price of 
wool ever experienced in the trade. 


In the first five months of the financial 
year the price of wool continued the rise 
which had been set in motion by the devalua- 
tion of sterling in the autumn of 1949 and to 
which fresh impetus had been given by the 
breaking out of the Korean war in July, 1950. 
In the late autumn of 1950 the fires were 
further stoked following the announcement 
by the American Government of their inten- 
tion to stockpile 1,500,000 bales of- wool. 
The incredibly inept method of acquiring 
this wool encouraged many firms in the pri- 
mary markets to compete one with the other 
for the same wool to reoffer to the Ameri- 
cans. 


PRICE FLUCTUATIONS 


By the end of March, 1951, the price of 
64’s Merino tops had reached 350d. per 
pound and of 50’s crossbred tops 240d. per 
pound, or more than twice the price these 
qualities had ever reached in any previous 
boom. The percentage ris¢ over the five 
months was 50 per cent on 64’s tops and 
60 per cent on 50’s tops. At this point the 
Americans, evidently appalled at the jugger- 
naut which they had created, suddenly 
stopped buying and the market collapsed. In 
the next six months the fall was even more 
spectacular than the meteoric rise had been 
and by the middle of September the price 
of 64’s tops had dropped to 120d. per pound 
and 50’s tops to 65d. pér pound. 


This situation would have been serious 
enough if trading had remained reasonably 
active, but as nearly always happens when 
a market collapses, business dried up and for 
long periods there were no buyers. This 
accentuated stock losses which have proved 
exceedingly heavy. If a futures market had 
existed in Bradford during this period it 
would have oeen of inestimable benefit to 
top-makers and stock losses could have been 
considerably minimised. 


The creation of a futures market in Brad- 
ford is, I believe, under discussion at the 
~ moment, and although there are certain objec- 
tions, J consider that the advantages far out- 
weigh the disadvantages. 8 
Although it is true that dealings in the 
Antwerp and New York futures markets are 
possible, such dealings are in tops which are 
not Bradford standard ‘ype and this.is a 
considerable drawback. urthermore, the 
business Js round with restrictions. 


Fortunately the profit earned by the com- 
pany in the first five months covered by the 
accounts was exceptional, so that despite the 
catastrophic fall in prices in the second half 


of the year, the results can, on the whole, be 
considered satisfactory. 


THE ACCOUNTS 


I will now turn to the accounts which have 
been prepared to show the consolidated posi- 
tion of the company, that is to say, including 
the subsidiary, Walker, Holdsworth and 
Company, Limited. 


After allowing for all items of expenditure, 
but before providing for taxation, the net 
profit is £156,955, compared with £389,623 
for 1949-50. Income tax and profits tax 
require £94,388 and £1,842 is retained in the 
accounts of the subsidiary company, leaving 
£60,725. The amount brought in from the 
preceding year is £19,810, which, together 
with the net profit for the year, after taxation, 
makes a total available of £80,535. Your 
board recommend a final dividend of 9 per 
cent, which, with the interim of 6 per cent 
paid-in October last, makes a total of 15 per 
cent for the year. This, together with the 
dividend on the preference shares, absorbs 
£15,844. A transfer to. general reserve of 
£30,000 has been made, increasing this to the 
substantial sum of £330,000, which is now 
well in excess of the paid-up capital of the 
company. This leaves £34,691 to be carried 
forward in the accounts of G. R. Herron and 
Son, Limited, to the current financial year. 
The value of group stocks at £1,200,809 com- 
pares with £1,377,266 at the end of the pre- 
vious financial year. These stocks, both sold 
and unsold, have been conservatively valued 
on the basis of prices ruling at October 31, 
1951, and the bulk has since been disposed 
of at a satisfactory margin of profit. 


WALKER, HOLDSWORTH AND COMPANY, 
LIMITED 


The reorganisation and re-equipment of 
our subsidiary’s mill continued during the 
year, and although the work proceeded more 
slowly than was hoped, it is now practically 
completed. The mill has been brought up 
to a high state of efficiency with up-to-date 
machinery and is a combing establishment 
from which first-rate production can be 
guaranteed, 


CENTRAL MILLS 


The re-equipment of this mill is also now 
practically complete and the potential output 
has been considerably increased, which will 
enable us to take full advantage of any revival 
in trade when it occurs. 


MONKMOOR MILLS, HEREFORD 


New machinery has also been in 
during the year for the, fellmongeri 
leather dressing section, and is giving 
satisfactory results. 


and 
ighly 


CURRENT FINANCIAL YEAR 


Since the end of the year under review, 
the price of wool has remained fairly stable 
fluctuating about 10 per. cent either ‘side of 
a mean price, and it appears as though a 
basis is being cubed Trade, however, 


"ferred. the sum’ of £350,000 
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still continues ¢ - @uiet and, a; 
we have for the presen’ been 
to reduce the running of our two 
mills to four days and nights q 
Profit on new wool 
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running throug! nOUL the 
18 NO sign of 
yment in 
a whole seems likely to con- 
:. maintenance of 
power, and there seems little 
rearmament programme in 
America will proceed without 
the lower price of wool, 
upon the home 
reason for expecta- 
2 ore long, be a change 
im the present state of affairs. 
seems improbable that the ‘evel 
s profits will be maintained, | 
hopeful that the current year’s results 
prove to be reasonably satisfactory, 
always. provided of course that we do not 
experience a further substantial fal! in wool 
prices. 
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TRIBUTE TO MANAGEMENT AND EMPLOYEES 


I have much pleasure in again paying 
tribute to the very high standard of service 
| &© the by the management 
and its employees. emtire absence of 
any labour dispute throughout the year is 
testimony to the spirit of co-operation which 
exists between the officials the company 
and all those who work under their direction. 


The report and accounts were adopted. 

At a subsequent extra-ordinary general 
meeting a resolution was passed changing 
the name of the com any to G. R. Herron 
and Son (Holdings), Limited. 





_ INTERNATIONAL 
COMBUSTION (HOLDINGS) 


A TRIPLE RECORD 


The eighteenth ordinary general meeting 
of International Combustion (Holdings) 
Limited, was held on March 27th, in London, 
Mr G. R. T. Taylor (chairman) presiding. 


The following is an extract from his cr- 
culated review : 


a a 2 output and increased 
profits of subsidiary other companies in 
which we are interested have served to make 
the profit of the group a record in its h story. 
The preference dividend and an interim divt- 
dend of 74 per cent on the ordinary stock 
havi i directoss have trans- 
to general 
revenue reserve and recommend that 2 final 
dividend of 174 per cent be paid on the 
ordinary stock, leaving a balance of £185,868 
to be carried cue 


With the inclusion of valuable expor: con- 
our. book- constituted a new high 
of the year — ope 
current good orders have 
ved aie weaioes at home and 
mention oe _ out 
is larger. to the prese 
ible showing divin -af our activities 
due to lack of raw materials, 
be rash to predict whether of 
will ultimately affect our 
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is one which seldom 
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ENGLISH ELECTRIC COMPANY 


ALL PREVIOUS RECORDS SURPASSED — 
<IR GEORGE NELSON ON THE GROUP’S CONTINUED EXPANSION 


The thirty-third annual general meeting of 
‘he English Electric Company, Limited, was 
neld on March 27th in London. 

Sir George H. Nelson, FCGI, MIMechE, 
\VIEE (chairman and aging director), in 

« course of his speech, said: Turnover and 
production have again been substantially 
-.reased in. volume and value during the 
vear and the net profit has risen by £203,984 
‘o £1,132,550, thus in all respects creating 
records over past achievements. The consoli- 
dated net profit has risen by £276,829 to 
‘1,326,721. These figures show that the 
cubsidiary companies have more than main- 
\uned their earnings during the year. 


it is proposed to transfer £550,000 to the 
general reserve, and to pay a final dividend of 
10 per eent, less income tax, on the ordinary 
tock, making a total of 15 per cent, less 
income tax, for the year, nae the carry 
forward at £477,186, which is £188,434 more 
than last year. 


Inflation remains a serious threat to our 
national economy. ‘Workpeople are often 
misled into thinking that high profits are the 
main cause of inflation, by those who are 
either ill informed or mischievous and anxious 
io disturb the stability of industrial relations. 
We wish it to be widely known that the level 
of profits in our company is extremely roodest 
and does not contribute to the lowering of 
the purchasing power of the £. 


TAXATION 


Some of Mr Butler’s proposals for the 
coming year aré encouraging steps to better 
things, 

In industry, I feel convinced that the pro- 
posed changes in allowances must encourage 
the workers to give all the overtime and weeck- 
end work that is asked of them, enabling the 
man who does mot at present pay tax to 
provide himself with extra income to meet 
extra costs consequent u the reduction in 
subsidies on foodstuffs ; in other words, beat 
the crisis by longer hours and more output. 


STABLE EMPLOYMENT 


I would remind you that our policy for 
over twenty years has been an vour to 
provide stable employment for our employees. 
To do this our manufacturing range has been 
widened and dur distributing activities spread 
all over the world im such a way as to ensure 
that a fall im demand for any particular 
product, or isolated i financial or 
economic disturbances in any part of the 
world should not have a serious effect on the 
company’s activities, 

T must, however, point out that since we 
initiated this policy a state of national full 
employment has deve which has con- 
‘racted the pool of av: labour and the 
pile of unabsorbed materials. The possibility 
‘nd tempo of further industrial expansion 
vill, therefore, be difficult and slower, and the 
problem for the future be the integration 
of production resources with labour _o 
‘o meet the needs which may arise. i 
ee involve controls of one kind or another 
‘om ume to time, or perhaps continuoush 
Sut it is essential that they should be skilfully 
«pplied, so as to avoid either the —reee 
ment of initiative or the de t a 
feeling of disappointment and 


among ad\sinistrators arisi from the 
“pparent frustration of their effec 


ioe Seer lee oe 


also realise that full employment cannot mean 


“external payments. 


- pany’s authori 


that they will continue to be employed on the 
same job in the same place indefinitely. This 
would entail national stagnation. 


INCREASED MANUFACTURING FACILITIES AT 
HOME 


The demands of the defence programme 
have presented us with the problem of main- 
taining a just balance between the immediate 
demands of rearmament and the country’s 
vital need to earn income from overseas— 
particularly dollars—while following a course 
which enables us to fulfil our basic policy of 
stability of.employment for our staff and 
workpeople when rearmament work declines. 
In the solution of this problem we have had 
the valuable advice and support of the Trea- 
sury and the other Government Departments 
concerned. ; 


Extension of our manufacturing facilities 
undertaken during 1951 and the acceptance 
of. long-term business have both been re- 
lated to these considerations. We have edded 
a large, new bay to our Liverpool works, 
while at Netherton, near Liverpool, work is 
at present in progress on the erection of a 
large, new factory, the cost of which is being 
oo jointly by your company and the 

istry of Supply. 


GROUP ACTIVITIES 


The accounts of D. Napier & Son, Limited, 
show a substantially increased net profit. The 
company has a substantial part to play in the 
country’s rearmament programme, including 
the production of Rolls Royce “ Avon ” aero- 
engines. 

The Marconi’s Wireless Telegraph Com- 
pany, Limited, and the Marconi International 

arine Communication Company, Limited, 
have both ‘again had a successful year. The 
Marconi Companies’ leadership of research, 
in their special electronics field, is acknow- 
ledged all over the world, and has been main- 
tained in 1951. 


RESEARCH, DEVELOPMENT AND TRAINING 


By far-seeing research, intensive develop- 

ment, the provision of the most up-to-date 
manufacturing facilities, and the training of 
engineers and skilled craftsmen, we feel we 
have done everything humanly possible 
within our own organisation to provide for 
the future. Although we can play some part 
in inspiring future progress, its speed is not 
entirely in our hands, but depends largely on 
the action of Governments, both in encourag- 
ing the production of basic materials and in 
the furtherance of the economic integration of 
the British Commonwealth. We are not 
. pessimistic about the future, provided that 
ever y in the country rs his part in 
c ing inflation and that a solution is found 
to the country’s pro of balancing its 
If these two essentials 
are not dealt with, the outlook is very 
obscure. 


TRIBUTE TO EMPLOYEES 


In conclusion, I wish once more to express 
on your behalf and that of the board our great 
appreciation of the efforts of our staff and 
workpeople,.and also of the way in which 
so many of them have sacrificed their personal 
time to bring about an increase of several 
million pounds in our output, which has re- 
sulted in the notable achievements laid before 
you at this meeting. 

The report and accounts were adopted. 
arid at a subsequent extraordinary 
meeting the increase of the cem- 

capital t) £10 million by 
the creation of a 2, million ofdinary 


shares of £1 each was approved. 
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MARCONPS WIRELESS 
TELEGRAPH 


TURNOVER AGAIN LARGER 


The fifty-fourth annual general meeting of 
Marconi’s. Wireless Telegraph Company 
Limited was held on March 27th in London. 


Sir George H. Nelson, FCGI, MIMechE, 
MIEE, the chairman, in the course of his 
speech, said: 

A satisfactory increase is again recorded in 
turnover with a corresponding rise in our 
trading profit achieved against growing com- 
petition and continued rising costs. 


The profit for the year, after deducting all 
charges, but before making ‘provision for 
taxation, etc., is £74,490 higher than in 1950 
at £356,381. Tax provision,. however, is 
£89,132 heavier at £171,714, and after 
allocating a further sum of £25,000 to the 
depreciation equalisation reserve, the net 
profit for the year is £159,667, which, due 
entirely to increased taxation, is £4,642 less 
than in 1950. Your directors recommend a 
dividend of 7 per cent less tax on the ordinary 
shares. 

The double load of increasing experts and 
preparing for defence weighs heavily on all 
branches of our national activity. In times 
like these the load falls very heavily on firms 
like our own which possess research; develop- 
ment and engineering productive capacity, 
and in these respects your company stands 
second to none. 


The value of Our export sales in 1951 was 
nearly 50 per cent greater than that of the 
oe year, which was itself a record year. 

nquiries for our products continue from all 

over the world, but raw materials are getting 
harder to come by. At the same time com- 
petition in overseas markets is also in many 
respects keener now than ever befofe. 


CONTINUED DEMAND 


Sales of our radio communication equip- 
ment in 1951 were again greater than in the 
previous year, and the demand for our well- 
established high-frequency point-to-point 
communication equipment continues, together 
with the demand for our very high frequency 
multi-channel radio telephone communication 
systerns. Offering as they do the advantages 
of modern trunk communications in districts 
where line telephone systems are cconomic- 
ally or phically impracticable, the de- 
mand for equipments should continue. 

Our aircraft radio compasses are giving 
reliable service all over the world. Several 
foreign air lines will shortly be using the 
latest types they have recently purchased 
here, and which have been specified for new 
British airlines. The age of supersonic 
speeds continually poses the most complex 

lems in connection with the responsi-~ 

ility. for making flying safer, and our 

AD200 very high frequency direction-finder 
is astonishingly effective. - 

Since we introduced wireless for safety at 
sea, it has shown a steady improvemient, and 
in 1951 has sustained this advance. 


The outstanding television event of 191 
was the opening of Britain’s third great tele- 
vision station, at Holme Moss. occa- 
sion made history of a special kind, for this 
was the first time that the entire design and 
‘manufacture of a complete television station 
had been entrusted to any one firm— 
Marconi’s Wireless Telegraph Company. 

Ten years have now passed since Marconi 
Instruments, Limited, became a wholly 
owned subsidiary of the M. W. T. Company, 
I feel sure you will be gratified to know that 
this company, with its ever widening range 
of electronic and electro-medical apparatus, 
now has a turnover of more than £1 million 
a year. 

The report was adopted. 
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TATE AND LYLE, LIMITED 


MODEST REWARD FOR HUGE TURNOVER 
LORD LYLE ON CONTROLS 


The forty-ninth annual ordinary general 
meeting of Tate-and Lyle, Limited, was held 
on March 26th in London. 


The Rt Hon Lord Lyle of Westbourne, 
the president, in the course of his speech, 
said : — 

Last year the dark cloud of nationalisation 
was still threatening, though there were signs 
of a change in the weather. Now I hope we 
may have a few years respite from the 
oppressive and retarding atmosphere of 
threats and vituperations. 


Thinking back on those years, one good 
thing did come out of them—Mr Cube. He 
has been a real asset to us and to others. We 
are not going to see him squeezed into the 
background. Mr Cube must keep in train- 
ing. He will always be ready and willing to 
enter the ring to fight for those principles 
and ideals which in the past have made our 
country great. He will constantly be pro- 
claiming his belief in free enterprise. 


TURNOVER £99 MILLION 


Our turnover this past year was £99 
million. This huge total resulted from refin- 
ing nearly 2 million tons of sugar—more than 
4 tons a working minute, of which a third was 
exported. The very modest reward to the 
owners will be £590,000 in dividends after 
deduction of tax. This dividend is equivalent 
only to 14d. in twenty shillings of turnover 
or 1/28th of a penny per pound of sugar sold. 
The increase in turnover is reflected in the 
substantial increase of £670,000 in trading 
profit. 


It is much to be regretted that circum- 
stances have caused the Chancellor to feel it 
essential to burden industry with an Excess 
Profits Levy, under which it is possible that 
80 per cent of all profits earned above the 
standard figure will be taken by the total 
charge of Income Tax, Profits Tax and Excess 
Profits Levy. Until the Finance Bill is pub- 
lished and there has been an opportunity of 
studying all the provisions of what I think is 
bound to be complicated legislation, a precise 
estimate of the effect of the new scales of taxa- 
tion On your company cannot be made. From 
a prelimmary examination, however, it would 
mot seem likely that your company will be 
adversely affected. 


The company’s very large turnover was 
due to the spectacular export trade, which 
reached the record of 720,000 tons. Thus 
my fears of last year were proved groundless, 
partly because the panic buying after the 
start of the Korean war continued longer 
than we expected. 


As under the present restrictions on home 
trade one-third of our output is exported, 
and as this third earns about a half of our 
profit, it will be clear to all that a drop in 
quantity or value of exports would affect us 
very seriously. 


SUGAR RATION PROSPECTS 


Now you would like to hear my views on 
the prospects of taking sugar off the ration. I 
will no doubt be accused of mixing business 
with politics. But nowadays politics intrude 
into every aspect of business. The business 
man who says “I am not interested in 
politics ” will soon find that politics are cer- 
tainly very interested in him. The centre 
of economic power today is no longer the 
City of London but the floor of the House 
of Commons. Socialism has always pro- 


claimed itself the open enemy of Free Enter- 
prise. This springs partly from a love of 


power but fundamentally from the inferiority 
complex of the unsuccessful wishing to 
destroy what they cannot emulate. Industry 
must drop the pose that it must not be inter- 
ested in politics. 

But I must not make a political speech. 
Let us get back to sugar. Last year Empire 
exports and home grown production of sugar 
came within 100,000 tons of the unrationed 
requirements here of 24 million tons. This 
year the gap will be larger because of poor 
crops, particularly in Australia) Even so, 
the gap is a relatively small one and could 
easily be bridged if we were the only people 
being considered. The snag is that the rest 
of the sterling area (composed mainly of 
Dominions and Colonies) is making ever- 
increasing demands on the available supplies. 
The Ministry of Food for many years past 
has undertaken to supply the sterling area. 
If the requirements of these countries con- 
tinue to be filled with Empire sugar before 
the requirements of the United Kingdom— 
the gap will grow wider, unless there is yet 
another cut in the ration at home. 


DOLLARS THE CRUX 


Dollars, therefore, are again the crux of the 
affair, not only here but in the importing 
Colonies and Dominions. We can only spend 
the dollars we earn. Some go to buy coal, 
some to buy films, some to buy tobacco, some 
for steel and some for food of which a few 
are spent on sugar. It is all a question of 
priorities. I am extremely doubtful whether 
the priorities that have been given so far are 
the right ones. 


I hope that some dollars can be found for 
sugar, but dollars should not be relied on for 
ever and every effort must be made to gain 
freedom from dependence on dollar sugar. 
A step towards this end has been taken in the 
signing of the Commonwealth Sugar Agree- 
ment. In this, Empire producers are offered 
certain guarantees and they in return intend 
to expand their production from the present 
1,700,000 tons to 2,375,000 tons. It will take 
a little time to achieve this target and my 
own forecast is that before the target is 
achieved the top limit will be raised. 


CONTROLS SHOULD GO 


If, despite everything, de-rationing cannot 
be achieved at home in the near future, some 
steps should be taken to remove some of the 
controls which at present prevent refiners 


from _ fulfilling completely their true 
functions. 
The parlous condition in which the 


country finds itself is not to be cured by a 
continuation of controls. Higher output 
through more efficient management will only 
be achieved by freeing industry. In this way 
will both capital and labour be put on their 
mettle. There is ample evidence that 
enlightened trade union leaders are ready to 
join hands with those employers who have 
cast aside restrictive practices. But controls 
are restrictive in themselves. 


_ I cannot end my speech without attempt- 
ing to convey our intense appreciation of the 
sense of partnership which is an outstand- 


ing feature of the day to day life in refineri 
and offices. : . ee zy 


This sense of partnership has been of tre- 
mendous benefit to the public and all con- 
cerned in the welfare of our industry. But I 
do noi feel that it is built on solid founda- 
tions as long as we are still menaced by the 
whims and fancies of unbridled acy. 


The report was adopted. 
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NORTON INDUSTRIES 
LIMITED : 
VERY SATISFACTORY RESULTS 


MR JOHN NORTON ON RECORD 
OUTPUT 


The fourth annual general meeiing of 
Norton Industries, Limited, was held oq 
March 26th at the Registered Office, Prigg. 
fields Foundry, Me Ids Road, Extingshall, 


Wolv npton, Norton (the chair. 
man) g. 

The secretary (Mr R. C. Page) read the 
notice convening the meeting and the report 
of the auditors. 


The following is the statement by the 
chairman which had been circulated with the 
report and accounts :— 

I would like to welcome to this meeting all 
those shareholders now present and who have 
been able to be here and support the direc- 
tors at this fourth annual general mecting of 
the company. 3 

A copy of the accounts of the group for the 
year ended October 31, 1951, has already been 
circulated to’ members, r with a re- 
port of your directors, and are self-cxplana- 
tory, and I think show a very satisfactory 
result ‘of the year’s working. 

In addition to the matters covered by your 
directors’ report there are one or two points 
to which I would like to draw your attention. 

Production—The mechanised foundry plant 
to which I referred in my last speech to you 
has helped to make this a record year for 
output, and the other departments of the 
foundry have also contributed to the increased 
production. The scrap metal section of the 
group has considerably increased its turn- 
over despite the general shortage of materials 
and the quest for scrap metal continues un- 
abated. The engineering and drop forge 
sections have also maintained increased out- 
put during the year, the majority of which 
exported and assists directly the export drive. 

Extensions—During the year the extensions 
to the drop forge department were completed 
and additional plant put: into production 
rte expansion of other departments is m 
hand. 


REPLACEMENT OF FIXED ASSETS 

The problem of providing for the replace 
ment of fixed assets, particularly plant, m 
view of the ever-increasing costs, is still a 
real difficulty. There appears to be no hope 
in immediate future of the preseat 
excessively heavy burden of taxation being 
reduced, and together with the present infla- | 
tionary tendencies this makes replacement 
increasingly difficult, and with this problem 
in mind your directors have considered it 
prudent to increase the provision for depre- 
ciation. . 

Supplies—During the year under review 
we have experienced some difficulty @ 
obtaining supplies of raw materials, but we 
were able to maintain our plant on full pro- 
duction by careful ing. It is hoped that 
this position will maintained during the 
current year. 

Reserves—The general reserve account @ 
the consolidated balance sheet has been iF 
creased to £80,000, and the sharcholdes 


funds now amount to £220,395. 
PROSPECTS ; 
The s order books are satit 


factorily filled with normal work, and 
the prospect of additional orders duc to the 
rearmament programme now getting 
way, the loons may be looked to with some 
confidence. The continuance of increasing 
costs must not, however, be overlooked. “ 
On behalf of myself and my co-<irecisd 
I would like to our appreciation 
the loyalty shown by the i of the staff 
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and ork-people’ during the past year, and 
look ‘forwaal to continued good relations 


berween management and employees. 


The report and accounts were 
and a anal dividend of 12} per cent, i 
0 per cent for the year, was approved. 
The retiring director, Mrs M. Norton, was 
---elected and the other formal business 
havi transacted, the proceedings ter- 
minal e 





BOWMAKER LIMITED 
RECORD TRADING RESULTS 


The twenty-fourth annual general meeting 
of Bowmaker Limited was held on_ Marc 
27th at Bournemouth, Mr E, R. Bardsley 
the chairman) presiding. 

lhe following is an extract from his circu- 
laied statement:— ; 

The accounts show further . improvement 
on the good result of the previous year and, 
indeed, constitute a record in the history of 
the company, The consolidated profit has 
ncreased by over 70 per cent, from past 
io £277,003. Taxation, at £153 on the 
profit for the year, leaves us with the sum of 
/ 123,316, as against £72,244 last year. 

The consolidated balance sheet, showing 
an increase in total assets of over {1 million, 
reflects, in addition to - greater activities 
of the parent. company, the expanded opera- 
uons of the active consolidated subsidiaries 
and the increase during the year of a little 
over £113,000 in total capital and revenue 
reserves. 

Your board has felt it desirable to maintain 
interest in those other activities- which are 
within our knowledge and experience and 
which, having helped the company in the 
dificult times of the last war, might well 
again prove useful if further difficulties arose 
through different or similar causes. Even 
now, the latest of the postwar recurring finan- 
cial crises can hardly be regarded as encourag- 
ing to the immediate prospects of those 
engaged in hire purchase. 

In spite of all the difficulties, I am confi- 
dent that the unrequited demand for our 
services will ensure that we shall get at least 
our share of the business available. 


The report was adopted and a dividend of 
10 per cent was approved. 


WILLIAM BEARDMORE 
AND COMPANY LIMITED 


ANNUAL GENERAL MEETING 


The annual general meeting of William 
Mao and Company ee a held 
it 2 ttleston Road, Glasgow, E.1, on 
March 13, 1952, Sir Alexander Williamson, 
chairman managing director, presided, 
and Mr A. R. Robertson sented the 
Iron and Steel Corporation of t Britain. 


The report and for the nine 
months ended September 29, 1951, which 
showed a net profit for the period of 
/121,272 after providing for depreciation, 
‘axation and other as compared with 
144,074 for the ing twelve months to 
December 31, 1950, were adopted. 


_A dividend on the i stock for the 
nine months to September 29, 1951, at rate 
of 17} per cent per annum (less tax) under 
deduction of the amount ee for 
period January 1 to February 14, 1951, was 
declared, , 

The retiring directors, Dr A. S. MacLellan 
and Sir William Wallace were re-elected and 
‘he remuneration of the auditors, Messrs J. 

Ballantine, was fixed. 





Wyllie Guild and 
A thanks chairman concluded 


~~. 
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HARRODS LIMITED 


RESULTS OF A DIFFICULT YEAR’S TRADING 
SIR RICHARD BURBIDGE’S STATEMENT 


The sixty-second annual general meeti 
will be in Brompton Road, laine 
S.W.1, on April 21st. 

The following are extracts from the 
chairman’s statement circulated with the 
report and accounts :— 


TRADING RESULT 


Trading conditions during the year fol- 
lowed the pattern that I forecasted in my 
review last year. The underlying feature 
was that consumer resistance to the increas- 
ing prices continued to grow although there 
were several iods of rush buying. On 
the other h the Festival of Britain cele- 
brations undoubtedly brought a large number 
of visitors to England and especially to 
London. We made a great effort to cater 
for them and the extra trade resulting from 
our efforts was very satisfactory, our export 
trade at Harrods increasing by 50 per cent 
to ate As a result of the above factors, 

in all the stores during the first six 
months of the year showed a satisfactory 
increase. During the second six months, 
trading conditions deteriorated. There was 
the period of uncertainty caused by the 
General Election and then the continued 
warnings that were given as to the condition 
of the country’s finances and the steps that 
were necessary to put them on a sound basis. 
The result was that sales were adversely 
affected. i rly of furniture, men’s 
wear and articles, and the total trading 
for the second six months was less than for 
the previous year. However, the value of the 
sales of the group for the whole year showed 
a slight increase and as you will see from 
the consolidated profit and loss account, the 
gross profit on trading at £5,768,484 was 
£93,138 more than last year. Owing to the 
sale. of some investments in Government 
stock and a decrease im rents due to the de- 
requisitioning by the Government of some of 
our floor space, other income was £40,649 less 
than last year, so that the total gross profit 
£5,849,957 showed an increase of £52,489 
‘on last year. 


EXPENSES AND NET PROFIT 


Expenses of the group amounting to 
£4,500,141 continued to increase in spite of 
all our efforts and were up by £229,636. 
Salaries and wages, including pension funds 
accounted for over 60 per cent of the total 
expenses and were £161,565 more than last 
year. Although the net profit before taxa- 
tion was {£177,147 less, taxation on these 
profits absorbed slightly more than last year 
owing mainly to the increased rate of dis- 
tributed profits tax, with the result that the 
net profit of the ~ after taxation was 
£179,018 less than last year at £470,829. 

You may remember that I told you last 
year that the directors considered that the 
reserves of the subsidiary companies had been 
built up to a point that enabled a larger pro- 
portion of their profits to be taken by the 
parent company. Consequently, although the 
net profits of the subsidiaries were less than 
last , the same amount has been received 
by s Limited by way of dividends, 
with the consequence that the amount of the 
year’s net profit retained by the subsidiaries, 
namely, £18,807, is less by £65,597. 

APPROPRIATION ACCOUNT 


After allowing for the dividends on the 
preference shares of the subsidiary companies 
the amount of net profit to be dealt with by 
Harrods Limited is £438,446, a decrease of 


by the payment of a final dividend of 10 per 
cent and a bonus dividend of 5 per cent. 


Because of the strong feelings aroused by 
the seemingly never-ending rise in the cost 
of goods, necessities and luxuries alike, 
charges are often made that the profits made 
by retailers are excessive, and the dividends 
paid to ordinary stockholders, declared, as 
they are, as a percentage of the issued capital, 
are quoted as evidence of this. I should like 
to emphasise, therefore, that the gross divi- 
dend of 20 per cent paid to ordinary stock- 
holders of this company represents only 7 per 
cent (equivalent to less than 3} per cent net) 
on the writien down. book value of the net 
tangible assets attributable to the ordinary 
stock. 

EXPORT MARKET 


It is certain that this country must export 


~more goods, and it is equally true that the 


first essentials of these goods are that they 
should be of good quality and reasonably 
priced. Without the Home Market, in which 
to test their s, the manufacturers will 
have great difficulty in maintaining, or im- 
proving this quality. 


Again I say what we need is more freedom, 
not ‘more restriction. Do not restrict the 
output of consumer goods to the Home 
Market too much, for by so doing, the free- 
dom of the manufacturers to produce the 
goods required for export will also be 
restricted. 


PROSPECTS 


The economic difficulties and uncertainty 
prevailing in the months prior to the Budget 
had a serious effect on our trade, with the 
result that we have got off to a bad start; 
particularly as at this time last year, there 
was a rush of buying in anticipation of in- 
creased prices. Furthermore, the expenses 
have continued to rise and the Budget will 
place wpon us further burdens by way of 
increased charges for petrol, national insur- 
ance, telephones and postages. On the other 
hand the present Budget proposals will pro- 
vide us with some relief this year as the 
distributed profits tax at a rate of 50 per cent 
hits your company very hard. 

The Chancellor of the Exchequer has told 
us that we must face up to the realities of 
the times, and at least we now know more 
clearly where we stand and the task that lies 
in front of us. Certainly the Government has 
already dealt in a rapid and resolute way 
with some urgent trading problems. Price 
controls which were out of date and had 
become a serious handicap to orderly dis- 
tribution have been abolished, with the effect 
that-the retailer is now stimulated to develop 
better values and lower prices. . 

The adoption by the Government of the 
proposals of the Douglas Committee will also 
have a very beneficial effect on the range of 
merchandise in the shops. The blind spot 
which existed between the highest prices in 
the Utility range and the lowest prices in the 
non-utility. field cramped both manufacturer 
and retailer in their efforts to provide a range 
of goods to suit all purses. We are disap- 
pointed that greater relief from tax has not 
been given to those items which we find from 
experience are most keenly sought by our 
overseas visitors. I refer more especially to. 
articles of fine craftsmanship which need a 
more generous home market to develop the 
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TEMPERANCE PERMANENT BUILDING 
SOCIETY 


A PERIOD OF CONSOLIDATION 
TOTAL ASSETS NOW £27,043,715 
MR CYRIL W. BLACK ON THE SOCIETY’S PROGRESS 


The _ ninety-eighth annual meeting of 
the Temperance Permanent Building 
Society was held on Thursday, March 20th, 
at the Caxton Hall, London. 


Mr Cyril W. Blatk, JP, MP, FRICS, 
chairman of the society, in the course of his 
speech said: The year which has recently 
ended has been in the main a period of 
consolidation. In view of the manifold diffi- 
culties and uncertainties of the times it was 
considered expedient not to strive after any 
spectacular expansion in our business but to 
concentrate rather on strengthening. still 
further the very strong foundations on which 
your society is built. 


INCREASE IN ASSETS AND MORTGAGES 


The total assets at the close of the year 
amounted to a record figure of £27,043,715, 
showing an increase of £1,131,915 on the 
corresponding figure of the previous year. On 
the liabilities side of the balance sheet the 
amount standing to the credit of shareholders 
and depositors was £25,161,876, an increase 
of £1,024,113. The total amount advanced 
on mortgage was £5,070,645, approximately 
80 per cent being secured on properties where 
the advance did not exceed £2,000. Of the 
total amount.outstanding on mortgages at the 
date of the balance sheet, £23,887,657, little 
more than £500,000 was owing in respect of 
mortgages where the debt exceeded £5,000. 
The average amount outstanding on the 
mortgages of the society was only £890. 


Probably sooner, rather than later, a fall in 
property values will take place, and this pos- 
sibility has been ever present in the minds of 
your directors. They have accordingly sub- 
jected all mortgage applications to the most 
careful consideration, and have pursued the 
policy of only accepting business in cases in 
which they have been thoroughly satisfied of 
its soundness. 


RESERVES, LIQUIDITY AND TAXATION 


It is hardly necessary for me to mention 
the great importance attached by your board 
to the strengthening and building up of the 
reserves of the society. During the past year 
we have made appropriations of £50,000 to 


general reserve account and £22,408 to con- 
tingency account, raising these reserves to all 
time high records of £1,250,000 and £280,000 
respectively. The total of the general reserve 
account, contingency account, and balance of 
profit carried forward amounts to £1,558,853, 
representing 6.19 per cent of the aggregate 
share and deposit capital. Our cash and 
Government and municipal investments 
amount to £3,026,581, this impressive. figure 
representing, in the view of your board, a 
satisfactory degree of liquidity for a society 
of our character and size. 


I must again direct attention to the crip- 
pling burden of taxation by which, in 
common with other building societies, we are 
afflicted. For the first time in the history of 
the society the total amount payable in re- 


- spect of income tax and profits tax amounted 


to a figure in excess of £300,000. Taxation 
on this penal scale makes it increasingly 
difficult to augment our reserves. Such 
balance of profit as has been made available 
for strengthening our reserves has only been 
secured as a result of the most rigid scrutiny 
by your directors of the various items 
comprised in our management expenses. 


INTEREST RATES 


I desire to refer now to important deci- 
sions taken by your directors towards the 
end of the year regarding the interest paid to 
shareholders, and the interest charged to 
borrowers. It is common knowledge that for 
some time past we have been passing through 
a period of rising interest rates, and it may 
well be that the end of this phase has not yet 
been reached. Your directors have been con- 
scious of this trend for a considerable time 
past and in July last they increased by 4 per 
cent the rate of interest charged on new mort- 
gage loans. Later in the year the decision 
was taken to increase the rate of interest both 
to existing and new shareholders as from 
January 1, 1952, by 4 per cent to 2} per 
cent, income tax paid by the society. This 
new rate is equivalent, in the case of an 
investor liable for income tax at the standard 
rate of 9s. 6d. in the pound, to a gross yield 
of £4 15s. 3d. per annum, which is a little 
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in excess of the rate obtainable from invey. 
ment in Government securities, From pas 
experience it would appear that, if a satis. 
factory volume of investment money ‘s to be 
cured, it will always be necessary for build. 
ing societies to offer a rate of interest a litre 
higher than the yield obtainable at the time 
from { securities. 


The decision to increase the rate of interes, 
payable to shareholders necessitated in tum 
an increase in the rate charged to thos 
borrowers who had elected to take up their 
mortgages at an interest rate which they knew 
was liable to be increased, in preference to 
fixed interest mortgages at a higher rate. Ou; 
decision to increase the rate of interes 
charged on our variable rate mortgages has 
not been operated so as to increase the 
monthly repayments, but by extending 
slightly the term of repayment, the monthly 
instalments remaining unchanged. 


GOVERNMENT HOUSING POLICY 


Towards the end of the year a change of 
Government brought with it a change of 
national policy in regard to housing. Neither 
the building society movement in general nor 
your society in particular is concerned with 
party political matters as such ; we exist to 
serve the interests of the nation and our 
members irrespective of the political com- 
plexion of the Government in power at the 
time. Evidences not lacking that a new 
approach is being made to the housing pro- 
blem. Greater freedom is now promised to 
the citizen who desires to erect his own home 
for his own occupation, and local authorities 
who desire to do so are to be permitted to sell 
council houses to the occupiers, This new 
policy not only recognises the desirability of 
encouraging home ownership on the widest 
scale possible, but it also holds out the hope 
of some relief from the very heavy charges 
on the public purse involved in the subsidies 
payable on council houses. 


The new Government’s policy on housing 
appears to be more in line with what the 
building society movement has been advocat- 
ing ever since the end of the war, and is 
accordingly to be welcomed. The building of 
new houses for private ownership, as it 
materiallyvincreases the supply, will have the 
effect of bringing down the prices of existing 
houses, a consequence much to be desired. 
We believe, therefore, that our society wil 
have the opportunity in the future of playing 
an increasingly significant part in the solution 
of the grim housing shortage which affects the 
nation ; it is a challenge to which we are 
willing to respond to the utmost of our 
resources. 


The report and statement of accounts wert 
adopted. 





UNIVERSITY OF BRISTOL ‘ 
post of TUTOR IN SOCIAL 
SCIENCE (with the status of Lecturer, Grade II). 
to £900 per annum, with membership of the F.S.S.U. and Children’s 
t Applicants must have considerable experience in 
practical social work and in directing students’ work. 

Applications should be sent not later than April 30, 1952, to the 
Registrar, the University, Bristol 8, from whom further particulars 


Applications are invited for the 


allowance scheme. 


may be obtained. 





rq‘HE International Labour Office invites applications from men and 

women of United Kingdom nationality, aged not less than 21 and 
not more then 30 years (excluding war service) for a post of Library 
Assistant in the Library and Periodicals Service of the International 


Labour Office, Geneva, Switzerland. 
Qualifications required: 


library. 


(2. Good knowledge of French; 
langu 


es would be an advantage. 


Further particulars and applicatjon forms may 
application, with stamped, addressed foolscap envelope, from: The 
International Labour Office, 38/39, Parliament Street, 

The closing date for the receipt in this office of completed applica- 


tion forms is April 30, 1952. 


OBSON, MORROW AND CO, invite applications for positions on 
» their staff from qualified accountants between the ages of 28 and 
38 who have had executive experience in industry. 


commencing salary will be 


Applications, givin details of age, 


London, W.1 
5330, 


‘ (1) Library school diploma, or at least 
three years’ practical experience in technical processes in a modern 


a knowledge of other 


paid with substantial annual increases.— 
education, 
experience and salaries, should be sent to 59 New Cavendish Street, 


GECRETARY. part-time or temp. Own machine.—Box 911, or 'phone 


Salary scale £550 


exceedin 


and offers 
enclosing full 


be obtained on 


ndon, S.W.1, 
Manchester. 
Excellent 
18, Pall 
four-figure ee 
a 


ing manageri 
qualifications, . 


and ability 


ay 31, 1952, to the Reg 
whom further particulars and forms of a 
BRITISH CELANESE LIMITED require a 
years’ experience im industry for work based on London. A 
between 27-32 years. Qualifications required equivalent to Association 
of eee Statisticians Final standards, 


opport 
details of 
should be sent to the Personne 
22 and 23, Hanover Square, London, 
Aone an (Chartered or Incorporated) 
Secretary to a large public 
Age 30 to 40 


y ‘ 
ts.—Write Box 246, Wheel ertising Agency, 
i, G cnchentar *y — 


position in any field « 


THE UNIVERSITY OF MANCHESTER 
RESEARCH STUDENTSHIPS IN ECONOMIC AND SOCIAL 


s STUDIE 
Applications are invited for the above studentships, tenable for one 
year in the first instance, but renewable fer a 
two years. 
or £300 per annum, ; 
obtained the degree of Bachelor or Master in this or any other 
approved . University, 


urther period not 
The studentships are —z of the value of 
They are offered to candidates who have 
ent not later than 
anchester 13, from 


Aplications should be 
7 . 
lication may be o?tained. 


rar, the University, 
tatistician with some 
_ Age 
This is a new post 
unities to the re — Pca on 

experience a qualification, 
Manager, British Celanese Limited, 
or required as Assistant 
Company in the textile trade 


ears. Commercial Experience desirable. 


XECUTIVE (32), Cambridge graduate, wide knowledge marketing 
and market research; five years’ experience. inc 
nsibility, 
offeri 
rite Box 91 
PHACE your Publicity in 
ine: 316 Vauxhall 


with well-known manufacture’, ©, 
to exercise proven initia 


ss Press and 
Srdec Ron hands.—Copyvets 2p ctor 


Road, London, 8.W.1. 
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Branches throughout 
SCOTLAND 


1825 


Head Office 
EDINBURGH 


ESTD. 


LONDON OFFICES: 37, Nicholas Lane, E.C.4; and 
18/20, Regent Street, Piecadilly Circus, W.1. 


Every description of Banking Service undertaken. 








‘The Bank of Advlaide 


mvites all who bave or would tke 


to. have relationsbips—business or 


personal—with Australia, to wse its 
coniplete banking service throughout 


that country. 


| Head Office: Adelaide, South Australia. 
| LONDON OFFICE: 


| 11, LEADENHALL STREET, E.C.3 


i (Incorporated im 4865 in Seuth Ausiralio with samited tiability. 


pains PACKAGING BUYER, 32. presently engaged food manu- 
facturers, seeks appointment offering commensurate reward and 
rrospects in return for sound experience ali aspects purchasing, 
upled with integrity, loyalty and hard work.—Box 895. 
oes abroud—not “organised” or mass produced but 
arranged as you or your friends may want. Cyprus—15 days 
by air) from £131 9s.; also Malta and Gib. No currency restrictions. 
Europe—any country available on £25 limit with adequate spending 


meoney.--Write for brochure or phone Business and Holiday Travel 

Lid.. Grand Buildings, Trafalgar Square, London, W.C.2. HItehall 

1114/5. . Amended. 
opportunity for the employment of an 


\I ANAGEMENT.—An 
experierced executive in a large business concerned with the 
manufacture and distribution of office appliances and efficiency 
merchandise, in which past experience would be useful but is not 
essential. Applicants must be willing to act for a short period as 
assistant to the ae Ditector, shorily due to retire. when 
appointed applicant will succeed him. State ‘nationality, educational 
ackground and business expemence in detail.—Box 892. 
} RING OUT YOUR LATENT TALENTS. Pelmanism wil! elimi- 
nate your diffiewities and strengthen and develop qualities of the 
itmost value in every walk of life. Reduced fees for serving and 
ex-Service members of H.M. Forces,—-Write for a free copy of **‘ The 
Science of Suecess,”’ which fully, describes the Course, Pelman 
institute, 87, Norfolk Mansions, Wigmore Street, London, W.1. 
TIALL MACPHERSON, M.P.. on “ The Conservative, Unionist and 
a Ne onal Liberal rons and FEDERALISM "’; Church Ho., Grt, 
th St W estmins 20 p.m., April 3rd. Federal Union arr. 
4S Y MOM you'll open that bottie of brandy you keep 
for eme reencieae’ a bottle of J.V.R. Three Star to take 
“7 aces Over 600 hospitals use it. 87s. 6d. per bottle ; 19s. #4. per 
tt 


ys ANSL ATION. ~Rapid service, German into English. 
- and Commercia! material 
_Translatious."* ¢/o Abbotts. c _ London. 


| QUALIFIED STAFF AVAILABLE NOW 


Mp eiticinnne Se etiscaheeeemtitees 
Accountants, Office Managers, Company Secretaries 
supplied immediately. 


FINE°’S empLorvment AGENCY 


(HIGHER APPOINTMENTS SECTION) 
9599 PRAED STREET, LONDON, W.2. AMB 3400 (0 LINES) 
FINE’S FOR THE FINEST STAFF 


SELL JEWELLERY 


to JAMES WALKER — Established 1823 


Specimen offers: 





Technical 
” speciality. ner by letter to 
heap. I ECB 

























£5-£5,000 
Diamond and other 
Precious Stone Rings, 
Bracelets, Brooches, etc. 
Gold Cigarette Cases 
€5-£100 
Cultured Peari ee 
Also Goenka Tec i ron 
Cree Made 
Tel.: STReatham 200! (10 lines) 
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Markets Abroad 


Information on markets and sources of supply in Canada, 

the West Indies, Central and South America is available 

through the Royal Bank, with over 750 branches in 
these areas. 


: Lendoa Offices— 
6 Lothbury, E.C.2 
2-4 Cockspur Street, S.W.1 


B. Strath, Mgr. 
R. B. Murray, Mer 


THE ROYAL BANK 
OFCANADA 


/ 
Head Office, Montreal F 
Offices in New York and Paris \ 


Over 758 branches ix 
Canada, the W est Indies, 


Central & South America 


Incorporated in Canada in 1869 with Limited Liability. 


ASSURANCE COMPANY LIMITED 


CHIEF OFFICE 
OXFORD STREET MANCHESTER 1 


THE REFUGE 
WILLSAFEGUARD THE FUTURE 


THE ALEXANDRIA WATER COMPANY, LIMITED 
ALEXANDRIA, EGYPT > 
ANNUAL GENERAL MEETING 

Notice is hereby given that the seventy-fourth ORDINARY 
GENERAL MEETING of the Shareholders will be held at the Com- 
pany’s Offices, 61 Avenue Fouad ler, Alexandria, on Wednesday, 
April 23, 1952, at four o'clock in the afternoon, for the transaction 
of the ordinary business of the Company, pursuant to Act o€ 
Parliament. 

Holders of share warrants to bearer desiring to attend or to be 
represented at the Meeting must deposit their share warrants in 
Lendon before April 9, 1952, or in Alexandria before April 20, 1952. 
until after the Meeting, at ~ National Bank of Egypt, 6 King 
William Street, London, E.C.4, or at the National Bank of Egypt, 
Ale eee or at some other approved bank in London or Alexandria, 

A Member of the Company is entitled to appoint a proxy to attend 
and vote at the Meeting in his stead and any proxy so appointed need 
not be a Member of the Company. 

Dated, Alexandria, Egypt, February 16, 1952. 

By order of the Board, 

cs y ROBERT WALTON, Managing Director 

YUCK: administrator (31), British, wishes to contact now in the 

U.K. active expanding British or Canadian Company who in two 
years’ time may require :in the 'U.S.A., Canada or possihly U.K. 
a man of the following qualifications Public School education, fluent 
Frenc hy oo as an executive by big international Company in 
the U.S some foreign business experience, three years active 
selling Hy the U.S.A, in highly competitive field. Admitted to the 
Harvard Graduate School of Business Administration for ‘ommence- 
ment Se eptembe r, 1952: graduating September, 1954.—Box 907. 
$k SCOTTISH HOLIDAY that will send you home really rested, 

really fit, is at Major Fullerton Carnegie’s Stronvar House Hotel. 
Wonderful food (home farm), country-house comfort. Ideal for 
children. 18,000 private acres of woods, lochs, moors and moun- 
tains in the heart of Rob Roy's country. Own boating, tennis, fishing, 
shooting, stalking. crore London.—Write Major B. Carnegie, 
* Stronvar,”’ Balquhidder, Perthshire. 


MURRAY-WATSON 


LIMITED 





Advertising & Marketing 


Home and Overseas 


$8 BROOK STREET, LONDON, W.1. GROSVENOR 3508-9 
DUDLEY, WORCESTERSHIRE. DUDLEY 3162 
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rumen B.SC. ECON. 


TUITION for 


The London Unversity BSc, Beon. Degree s a valuable qualification tor statistical 
research and welfare work im commerce and industry, and for teaching or administrative 
posts under Education authorities, etc. The degree is open to all without University 
residence. You may prepare for the examinations at home under the experienced 
guidance of Wolsey Hail (est. 1894); fees are reasonable and may be paid by instalments 
if desired. 760 Successes at Lond. B.Sc. Econ, Final Examinations, 1925-51. 


Prospectus irom the Director oF = WOLSEY HALL, OXFORD 


Studies, Department P17 
RT Sn 
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China 
knew 
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ye 


tigen : ‘ more than 
3 300 years ago 


The illustration shows Zinc 
smelting in China as described in 
the T’ien Kung K’ai wu A.D. 1637 








ODAY ZINC is one of the most important metals in industry. 
7. is used in brass ; as a protective covering for iron and steel ; 
large quantities are used for die casting in the motor car and many 
other industries ; and its pigments, Lithopone and Zinc Oxide are 
widely used by the paint, rubber, linoleum and associated industries. 

During the last 30 years a great Zinc industry has been created 
in Britain by Imperial Smelting Corporation Limited, whose principal 


activities, in addition to the production of Zinc metal, include the 





production of Sulphuric Acid, Zinc Pigments, Fluorine and Fluorine 


Compounds and ancillary products. 
fs 
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Jueniat Suerrine 


UK.MEMBER OF THE CONSOLIDATEO ZINC CORPORATION LIMITED 





IMPERIAL SMELTING CORPORATION LIMITED -37 DOVER STREET + LONDON -W-! 
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